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Service 


HE service rendered by a financial institu- 
tion is the chief factor in retaining customers. 


In both our Banking and Trust Departments we 
are still serving many of the grandchildren and 
great-grandchildren of those who originally 
opened deposit or fiduciary accounts with us. 


Experience—Fidelity— Permanence 
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Actively Interested Directors 


Nnona sa The most impressive point about the 
TRusrcor Chatham Phenix board of directors, 
from a banker’s point of view, is not 
the fact that so many of them are 
nationally known — 











But that they are so actively concerned in the 
growth and progress of Chatham Phenix — 


And therefore naturally interested in the welfare of 
Chatham Phenix correspondents ! 





MAIN OFFICE 
149 Broadway, Corner Liberty Street, New York City 
RESOURCES OVER A QUARTER BILLION DOLLARS 





























The Publisher’s Page 


N an article, “Present Day Motion Picture Financing,” by 
RicHarD W. SAuNDERS, to appear in the April number of 

THE BANKERS MaGaZInk, the author says: “The prompt 
acceptance by bankers and the public of recent large issues 

of motion picture securities calls attention strongly to the change 
that the industry has experienced in recent years. The prejudice 
that existed has evidently been overcome. Stocks and other secur- 
ities of motion picture concerns are given a place with those of other 
industries. The period of ‘seasoning’ which the securities of all new 
industries must pass through has apparently gone by. As in all 
other lines the investing public is learning the technique of the 
industry. It is becoming more and more able to distinguish between 
its various sections. Several excellent studies of the motion picture 
industry have been made by investing bankers and issued to the 
public in printed form. The statements of motion picture com- 
panies are more easily read than was formerly the case; items like 
‘residual value’ on films issued, for example, being readily under- 
stood and the method approved. Altogether it may be said that 


the motion picture security has ‘arrived.’ The amounts absorbed 
by the public have already reached a substantial figure, recent 
offerings totaling nearly $100,000,000.” Mr. Saunders is comp- 
troller of Paramount Famous Lasky Corporation, New York. 
He was formerly cashier of the National Bank of Commerce in 
New York and was one of the charter members of the American 
Institute of Banking. 


“One hears a great many different expressions of opinion on 
the subject of the standard of security required of safe deposit 
companies,” says ARNOLD R. Boyp in an article, “What Standard 
of Care and Security Is Required of Safe Deposit Companies?” 
to appear in the April number. “Some say that safe deposit com- 
panies are required to furnish a very high degree of care and 
protection for the property deposited with them for safekeeping. 
Others say that safe deposit companies are required to furnish the 
degree of care and protection which an ordinary man would give 
his own property under like conditions. Still others say that a 
reasonable degree of care and security is required, or that ordinary 
care is sufficient to fulfill the obligations of the depositor. Some of 


[Continued on page xIv] 
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Securities Department Service 
~Available to Correspondents 


Correspondents making use of the facilities of our 
Securities Department are assured the same unbiased 
viewpoint which our own customers receive regarding 
investments. We have no position in the, market— 
therefore our advice is impartial. 


Write to Bank of America Securities Department. 


The BANK of AMERICA 


NEW YORK. 
Capital, Surplus and Undivided Profits Over $11,000,000 


COMMERCIAL BANKING DIRECT FOREIGN BANKING TRUST DEPARTMENT 
SINCE 1812 SINCE 1814 ORGANIZED 1888 
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Argentina - Brazil - Chile 


and throughout the Americas, 
France, Spain and England 


The Anglo-South American Bank, through its 
40 years of export and import banking ex- 
perience, has acquired an intimate knowledge 
of the needs and habits of the natives of the 
countries in which it has branches. 
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Trade Information Furnished 


ANGLO-SOUTH AMERICAN BANK, LTD. 


Represented by 


THE ANGLO-SOUTH AMERICAN 
TRUST COMPANY 


49 Broadway, New York 
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The sale of 


Travelers Cheques 
is now 


a winter b 


Sy 


, 


US 


HE seasonal trend of travel has changed. 
Fewer Americans now stay at home because winter 
comes. They generally go wherever there is warm sunshine. 

This increased travel has resulted in increased Travelers 
Cheques sales. And there is sound reason why Travelers 
Cheques are necessary because it is a well-known fact that 
crooks and confidence men are among the first tourists to 
seek the warmer climates. Other visitors to winter pleasure 
resorts are the American Express Secret Service operators. 

The wiles of confidence men are amazing...the gullibility 
of the public, pitiful. 

The American Express Company is not satisfied merely 
to insure the funds of those who carry its Travelers Cheques. 
It is constantly alert to protect them from possible em- 
barrassment and danger. 


| i 


a 


+13 


Eternal vigilance is the price of keeping negotiable 
paper inviolate. It is the vigilance of the American 
Express expert detective staff which gives American 
Express Travelers Cheques their peculiar value to the 
banker who wishes his patrons’ funds protected—as 
he protects them in his own bank. 
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a greater travel season than 
any before. Reservations 
cannot be made too early. 
Urge your clients to plan 


ahead. Steamship tickets, 


hotel reservations, itinera- 
ries, cruises and tours 
planned and booked to any 
part of the world by the 
American Express Travel 


Department 
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[Continued from page x1] 


these answers are clearly erroneous and others are meaningless, 
without explanation. They all fail to express accurately the 
measure of care and protection which is today required of safe 
deposit companies.” Mr. Boyd is a member of the New York 
firm of Boyd, Adams, Chapman and Vreeland. He has rendered 
valuable service to the New York State Safe Deposit Association 
as council of that organization. 


Francis H. Sisson, vice- -president Guaranty ‘Trust Company 
of New York, in an article, “When a Good Idea Takes Hold,” 
to appear in the April number, says, “the United States is growing 
estate minded. This is a cheering message to bring to trust officers 
of our financial institutions . . . In December, 1927, the committee 
on publicity for the Trust Company Division, American Bankers 
Association, sent out a questionnaire to trust companies and banks 
doing a trust business. In this it requested them to report how 
many times during each of the last five years they had been named 
as executor or trustee under wills. Reports have come in from 
more than one thousand institutions located in all sections of 
the country. When the responses were compiled they showed a 
perfectly astounding fact. 'The number of times that these trust 
companies and banks were named as executor or trustee under 
wills during 1927 was four and one-half times as great as the total 
for 1923 ... What a strong testimonial this is of the growing 
public recognition of the desirability of trust service in the settling 
of estates.” 


“Without meaning to be in any sense critical,” says Harry B. 
Winsor in an article, “You’ve No Business to Save!” to appear 
in the April number, “let me say that I have never seen any argu- 
ments in favor of bank service as convincing as those which are 
being used to illustrate the value of life insurance as a means of 
creating an estate and also providing emergency funds for any 
purpose. If the selling of bank services could be put on as 
progressive a scale as the selling of modern life insurance the 
results obtainable might well be marveled at. Judging from 
articles in the banking journals, bankers are spending large 
amounts of money and no end of time in an effort to win the good- 
will of life insurance underwriters for the writing of life insurance 
trusts. In the meantime I wonder how many life insurance 
counsellors are showing bank customers how to use insurance 
instead of savings accounts as a means for building estates. Speak- 
ing as one who reads a great deal of bank advertising and listens 
attentively to discussions of the intelligent use of bank service I am 
astonished to find how much more efficiently life insurance men are 
selling their programs than the banks are selling their facilities. 
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Editorial Comment 


THE RISE IN THE DISCOUNT RATE 


N advance in. the discount rate, 
A first of the Federal Reserve 
Bank of Chicago, followed by 
Richmond, New York and other banks, 
was so long delayed that it may be 
likened to locking the barn door after 
the horse has been stolen. Keeping the 
rate of discount at 3Y2 per cent. in 
the face of continued speculation, car- 
ried to extremes considering the fact 
that business was showing a decided 
recession, is a course requiring explana- 
tion. That earlier action was not 
taken may be attributed chiefly to two 
causes: Relations of the Federal Re- 
srve Bank of New York with the 
London situation and the requirements 
of the United States Treasury. The 
former influence has now disappeared 
altogether or has been greatly dimin- 
ished, but the latter will be recurrent 
for some time to come. In fact, al- 
most from the start the Federal Re- 
serve System has found its policies cir- 
cumscribed by the necessities of the 
Treasury, and this must continue to 
be the case until the public debt is 
largely cut down from its present un- 
wieldy proportions. 

A policy of co-operation with the 
leading central banks, while European 
countries were stabilizing their ex- 
changes or returning to the gold stand- 
ard, was dictated not only on grounds 
of international comity, but was 
prompted by self-interest as well. The 
United States has a definite stake in 
the exchange and monetary situation 
ot Europe. 

On taking all these matters into con- 
sideration, therefore, it will be realized 
that there were sufficient reasons for 
postponing the advance in the discount 
rate. It is, nevertheless, a cause for 


regret that this was so. An earlier ad- 
vance in the rate, had it been prac- 
ticable, would have tended to check 
speculation before it attained its re- 
cent dizzy height. Now we shall prob- 
ably hear a great deal about deflation. 
The criticism should have been made 
earlier and should have been aimed at 
inflation. 

The situation will give rise to some 
serious examination of the functioning 
of the Federal Reserve banks. Do 
they not encourage inflation, and help 
to create the very condition they are 
tinally called upon to alleviate? Like 
a doctor who would first make his 
patient sick in order to cure him. 

Lessened legal reserves of member 
banks afford increased facilities for 
credit expansion. Further inflationary 
tendencies are fostered by the com- 
pulsory deposit of all legal reserves of 
member banks with the Federal Re- 
serve banks. 

An abundance of cheap credit does 
not necessarily mean active commercial 
business, in which credit is only one 
of several factors. But when credit is 
plentiful and cheap speculation, whose 
success is largely dependent upon easy 
money, is unduly stimulated, as we 
have seen in recent months. 

It is not possible to deduce from 
the experience of a single season the 
principles which should at all times 
guide our banking policy. This much, 
however, is apparent: That greater 
conservatism is desirable, and that the 
open-market operations of the Federal 
Reserve banks are coming to savor 
rather more of financial legerdemain 
than is desirable in a business so con- 
servative as banking. 

Federal 


Reserves of the Reserve 
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banks are so high that we are losing 
sight of the fact that these are the 
only legal reserves held for all the 
member banks. Furthermore, a deficit 
of reserves of member banks is much 
less seriously regarded than it was in 
former days, because now a member 
bank can restore its depleted reserves 
by borrowing of its Federal Reserve 
bank. Borrowing a bank reserve, 
while sometimes necessary, seems like 
doing business on borrowed capital. 

Monetary stability would be aided 
by eliminating from the currency the 
legal-tender notes (greenbacks), silver 
dollars and certificates and national 
bank notes, thus giving the Federal 
Reserve notes a freer field. 


VANISHING BUSINESS PROFITS 


ANY reviews of the course of 

business in 1927 refer to the 

diminishing profits of trad- 
ing. In some cases, as with the rail- 
ways, this situation is not only due to 
increased costs but to a falling off in 
actual business. The reasons most 
commonly given for diminished profits 
where the volume of business has been 
maintained are increased taxes and the 
enhanced costs of labor and materials. 
There seems little prospect of much 
relief from any of these burdens. Fed- 
eral taxes may be reduced, but this ad- 
vantage will very likely be more than 
offset by the addition to local taxation; 
a reduction in wages is not looked on 
with much favor by employers them- 
selves, and the workers would un- 
doubtedly resist the application of this 
remedy; the cost of materials will 
fluctuate, but any great reduction can- 
not be expected while labor costs re- 
main high. 

If these sources of relief are closed, 
as they seem to be, what remedies re- 
main? Invention and science have al- 
ready done much to reduce costs of 
production and transportation, and 
with the great advance already made 
in this direction, much more cannot be 
hoped for in the immediate future. 
Management, at least among the major 


industries, has attained a high level of 
eficiency and the ground for further 
betterment seems now preoccupied, 
This is not true in the smaller con: 
cerns where better management is the 
obvious remedy to be applied. 

It is not only in the ordinary fields 
of trade and industry that lower profits 
appear; the banks are going through 
the same experience. For example, in 
the year ended June 30, 1927, the 
national banks of the United States 
increased their gross earnings by $50, 
825,000 compared with the preceding 
year; but in the same period there was 
an increase in expenses amounting to 
$40,708,000. So that the net earnings 
only gained $10,117,000. If compari- 
son of details of outlays made by 
banks and other business concerns were 
made, differences would be found, but 
the fact remains that business and 
banking are both confronted by dwin- 
dling profits. 

Naturally, in banking and industry, 
remedies for this situation are being 
sought. Consolidation is the cure most 
generally relied on, and it is being 
used among the banks and in such 
leading industries as coal, oil and steel. 
In applying this remedy to industrial 
concerns care has to be taken that con- 
solidation is not effected on a financial 
basis, where good-will has been too 
highly valued, and where excessive 
capitalization makes it extremely diff- 
cult to earn any dividends on inflated 
and fictitious values. 


AMERICA AND THE WORLD 
PRICE LEVEL 


HIS country is now being held 
responsible for most of _ the 


world’s difficulties. We are now, 


according to high economic and bank 
ing authority, the regulators of the 


price level of the world. In the 
Quarterly Report issued by the statis 
tical department of the Skandinaviska 
Kreditaktiebolaget, Stockholm, Profes 
sor Gustav Cassel, the well-known 
Swedish economist, after stating the 
foundations for his opinion, says: 
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“This signifies that the Federal Re- 
serve System, of course within certain 
limits, is in a position to regulate the 
supply of means of payment in the 
country without any regard to the 
movements of gold. Thus the Federal 
Reserve System exercises an indepen- 
dent influence on the American level 
of prices. Other gold-standard countries 
are compelled to follow suit and to ad- 
just their price levels in conformity 
with that of the United States.” 


Much to the same effect is the fol- 
lowing, from the address of Rt. Hon. 
Reginald McKenna, at the annual 
meeting of the Midland Bank in Lon- 
don: 

“The American price level is un- 
affected by the gold movement, but it 
is controlled by the policy of the Re- 
serve banks in expanding or contract- 
ing credit. Hence the value of the 
dollar determines the value of gold.” 


Professor Cassel went on to pay his 
respects to the non-believers in the 
price-regulating powers of the quantity 
of money in the following vigorous 
fashion : 


“What we call the general level of 
prices is in fact merely an index of 
the purchasing power, or value, of 
money. But the value of money can- 
not possibly be dependent on anything 
but the supply of money in relation to 
the demand for money. [Even the 
value of money must follow the gen- 
eral law of supply and demand. The 
prevalent notion that the general level 
of prices is determined by a number 
of other factors, such as the costs of 
industrial production, ocean freights, 
etc., must be relegated to the domain 
of economic dilettantism. If only 
the supply of means of payment is 
adjusted to the varying demand for 
such means, there is no reason what- 
ever why there should be any change 
in the general level of prices. On the 
assumption that the supply of means 
of payment remains unchanged, an in- 
creased volume of business or a dim- 
inished velocity of circulation would 
indeed entail the lowering of the price 


level. But such a fall of the price 
level can be avoided by always ad- 
justing the supply of means of pay- 
ment at any given moment to the 
fluctuations in the demand. Hence 
the ultimate explanation of changes in 
the price level must always be that the 
supply of means of payment has not 
been adjusted to the existing demand 
for them.” 


Once admit that the Federal Reserve 
banks can, in effect, move world prices 
up and down at will, we are in for a 
rather interesting time. But as the 
stabilizers at Washington are going to 
peg prices at their present level for all 
time, courage may be taken. 


POLITICAL DODGING 


HIS year promises to put the 
agility of the political dodgers to 
a severe test. Two troublesome 
issues are being widely discussed by 
the people, but the politicians do not 
mean to allow these issues to figure in 
the campaign if they can keep them 
out. The two matters referred to, it 
hardly need be said, are prohibition 
and the eligibility of a Roman Catholic 
for the office of President of the United 
States. They are troublesome ques- 
tions, loaded with political dynamite. 
But why should they not be faced 
squarely and‘ honestly? If the people 
wish to retain the Volstead Act, to 
modify or to repeal it altogether, why 
not let them have their way? After 
all, the people were not made for laws, 
but laws were made for the people. 
Similarly, why not turn the light of 
day on this religious question? If 
there exists any sound reason why a 
Catholic may not be elected Presi- 
dent, why not have that fact estab- 
lished? If, on the other hand, a man’s 
religion does not bar him from the 
Presidency, let that be made clear. 
Probably, respecting both these mat- 
ters, the platforms will be equally 
vague; they will declare for the Con- 
stitution and the upholding of the 
law, and may be expected to go so far 
as to protest against religious bigotry. 
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These expressions are _ substantially 
without meaning; they have no teeth 
in them. 

There should be no questions in 
American politics that the people dare 
not face, and perhaps none such exist 
at the present time. But the politicians 
wish to face both ways, to carry water 
on both shoulders (or, perhaps, more 
accurately, to carry water on one 
shoulder and “rum” on the other). 
Postponement in dealing with grave 
matters is rarely the wisest course. 
The sooner they are met and disposed 
of, the better. Clear, open, emphatic 
declarations upon all the political is- 
sues in the minds of the people would 
act as a tonic in the coming campaign. 
Should both platforms be equally ex- 
plicit and in substantial agreement on 
the matters mentioned—and there 
seems no reason to expect that they 
should differ much on these issues— 
the way would be open to the con- 
sideration of other issues of greater 
importance. The Republican leaders 
at Kansas City and the Democratic 
leaders at Houston should speak out. 


SOVIET LOAN BANNED 


EGOTIATIONS for a loan of 
N $30,000,000 to the Russian 

railways, which had been en- 
tered into by American banks, were 
dropped when objected to by the De- 
partment of State. 

While relations between the United 
States and any foreign power are on 
an unsatisfactory basis, the granting of 
loans by this country to such power 
may only tend further to complicate 
a situation already bad enough. Not 
infrequently these difficulties originate 
in lack of respect for property rights 
of American citizens in foreign coun- 
tries or failure to make provision for 
payment of existing debts. For Amer- 
icans to acquire additional properties 
in such countries or to grant fresh 
loans not only multiplies existing diffi- 
culties but tends to condone past of- 
fenses. This fact ought to be clearly 
recognized by American banks, indus- 


trialists and private investors, and 
action taken accordingly. 

It may be contended that it is not 
the province of the Federal Govern 
ment to obstruct business dealings with 
foreign countries. But may it not be 
said with equal truth that it is not 
proper for banks or individuals to ob 
struct the dealings of the Federal Gov- 
ernment with foreign countries? 

When things go wrong with foreign 
investments and loans, the Federal 
Government is looked to for protec: 
tion. How can it exercise this duty 
unless the policy considered wise in 
dealing with other countries be re 
spected by bankers and _ investors? 

In the Russian loan matter the banks 
promptly accepted the intimation from 
the Government that a loan to the 
railways of that country would not be 
looked on with favor. 

Russia has been advised for some 
time of the very simple terms on which 
that country may have free access to 
the American capital market: A re 
spect for obligations and discontinu- 
ance of agitation for the overthrow of 
the system of government prevailing 
in the United States. 


DISCARDING THE SUBMARINE 
[: proposing to discard the use of 


submarines Secretary Kellogg has 


made a proposal that should re 
ceive careful consideration and general 


support. Movements looking to uni 
versal physical disarmament are both 
premature and insincere. They could 
be approved of only if it were shown 
that armaments are the cause of war. 
This proof is entirely lacking. On 
the other hand, it is clear enough that 
nations do not fight because they are 
armed, but that they arm because they 
mean to fight. This is because man 
kind has not become so_ universally 
educated as to understand the foolish: 
ness of war nor so morally perfect as 
to recognize its wickedness. Unt 
this state is measurably attained phy: 
sical disarmament must be dismissed as 
wholly disconnected from the realm 
of practicable things. 
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But if physical disarmament cannot 
now be considered, war may possibly 
be shorn of some of its brutality—al- 
though it is conceded that the human- 
izing of war also presents its ludicrous 
aspects. But there was once such a 
thing as chivalry among soldiers. And 
the submarine and poison gas are not 
weapons that may be honorably em- 
ployed. They are the instrumentalities 
of treachery, fit to be employed only 
by the sneak and the assassin. So 
long as they are used by other na- 
tions, they cannot be discarded by the 
United States, but Secretary Kellogg 
voices the sound opinion of the peo- 
ple of the United States in proposing 
that the use sof the submarine should 
be discontinued by all civilized powers. 

The notion that future warfare is 
to be largely transferred from the 
battlefield to the abodes of the civilian 
population is another piece of folly. 
War is disgraceful enough at its best. 
Its proper theater is the field of battle, 
against trained men, not in the city 
or village against women, children, the 
old and the infirm. 


THE AMERICAN SPIRIT 
Ge before the Pan-Amer- 


ican Conference at Havana, 


Charles E. Hughes, former Sec- 
retary of State, said: 


“If you would find what we wor- 
ship in our inmost thoughts, do not 
rest content with going to our marts, 
but visit our shrines. We like to be 
thought shrewd, but we erect no 
monuments to mere shrewdness. We 
reserve our highest veneration for the 
greatest exemplars of liberty and in- 
dependence—Washington, Jefferson and 
Lincoln. They are still, and I trust 
ever will be, the true spokesmen of 
the American spirit.” 


_ This answer to those who character- 
iz America as a nation of dollar- 


worshippers was both timely and true. 
We are, undoubtedly, intent upon 
making money, largely with the aim of 
giving it away, as witness the Rocke- 
feller, Carnegie and Sage foundations. 
But such men, noble as their benefac- 
tions have been, are not our national 
heroes. In these days no man in 
America is so idolized as Colonel Lind- 
bergh—not because of his money, but 
on account of his bravery and modesty. 

The studied effort upon the part of 
our foreign critics to fasten upon 
America the stigmas of materialism and 
imperialism arises, no doubt, through 
envy in some cases and through ig- 
norance in others. Our national wealth 
has shown a wonderful increase, and 
this could hardly have been otherwise 
with the country’s vast extent and 
great natural resources. In this de- 
velopment we have been powerfully 
aided by the capital and people com- 
ing to us from other lands. Prac- 
tically every country in Europe has 
contributed to the national prosperity 
of the United States, a fact that should 
be well understood by all who are 
conversant with the country’s political 
history and economic growth. 

The rather silly charge of imperial- 
ism may be refuted by comparing our 
colonial possessions—if they are thus 
rightly called—with those of Germany 
before the Great War, and with those 
of France and Great Britain at the 
present time. Had the United States 
really been imperialistic in its policies, 
we might long ago have annexed all 
the continental territory south of the 
Rio Grande to the Panama Canal, and 
set up exclusive spheres of influence in 
China as other powers have done. We 
have no intention of any such course. 
The United States, for a long time to 
come, will have enough to do to de- 
velop its own resources. Meanwhile, 
attempts to misrepresent the spirit of 
America do not tend to make for that 
reign of peace and good-will for which 
we are all hopefully looking. 
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EASTERN REGIONAL SAVINGS CONFERENCE 


OHN J. PULLEYN, president Emi- 
grant Industrial Savings Bank, New 
York City, will head the commit- 
tee of arrangements for the eastern 

regional savings conference to be held 
under the auspices of the Savings Bank 
Division of the American Bankers As- 
sociation in New York City, March 22 
and 23. An arrangements committee 
has been organized, composed of repre- 
sentatives, not only of savings banks, but 
also of trust companies, national banks 
and state banks, to cover the participa- 
tion in the conference by all types of 
banking institutions. This committee is 
as follows: 


Savings banks: Lewis Gawtry, presi- 


dent Bank for Savings, New York City; 
John J. Pulleyn, chairman arrangements 
committee, president Emigrant Industrial 
Savings Bank, New York City; Charles 


C. Putnam, comptroller Brooklyn Sav- 
ings Bank, Brooklyn. Trust companies: 
Guy Emerson, vice-president Bankers 
Trust Co., New York City; George V. 
McLaughlin, president Brooklyn Trust 
Co., Brooklyn; Francis H. Sisson, vice- 
president Guaranty Trust Co., New 
York City. National banks: Charles 
Cason, vice-president Chemical National 
Bank, New York City; George W. 
Fraker, vice-president National City 
Bank, New York City; Frederick W. 
Gehle, second vice-president Chase Na- 
tional Bank, New York City. State 
banks: J. Stewart Baker, president 
Bank of Manhattan, New York City; 
E. C. Delafield, president Bank of 
America, New York City; B. H. Fan- 
cher, vice-president Fifth Avenue Bank, 
New York City. Paul W. Albright, 
general secretary of the Savings Banks 
Association of the State of New York, 
was named secretary of the committee. 


The sessions of the conference will 
be held at the Hotel Commodore morn 
ings and afternoons, with a luncheon 
there on each of the two days. The 
night of March 22 there will be a ban- 
quet at the Hotel Biltmore. 

This conference will be one of four 
regional savings conferences to be held 
under the auspices of the Savings Bank 
Division, American Bankers Association, 
during the spring, covering all parts of 
the United States. The first is being 
held March 8 and 9 in Seattle, Wash., 
for savings bankers and other bankers 
engaged in savings activities in the Paci- 
fic and Rocky Mountain states. The 
second will be held in Chicago, March 
15 and 16, covering the central district 
states. The New York conference is 
third on the list and the fourth will be 
held in Richmond, Va., April 5 and 6, 
for the southern group of states. The 
New York conference will cover Con: 
necticut, Maine, Massachusetts, New 
Hampshire, New Jersey, New York, 
Pennsylvania, Rhode Island and Ver: 
mont. 

It is estimated that 85 per cent. of 
all classes of banks, including the com: 
mercial banks and trust companies, are 
now conducting savings departments. 

Among the topics which will be dis 
cussed at the conference will be methods 
of stimulating new and enlarging old 
savings accounts, means for increasing 
the permanence of accounts, develop: 
ment of investment services in connec’ 
tion with savings banking, the possibili- 
ties of profit in the bond investment ac’ 
count, the desirability of increasing the 
list of legal investments for mutual sav 
ings banks and the rapid development 
of savings departments in commercial 
banks and trust companies. 
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THE OVER-TAXATION OF THE RAILROADS 


By A. M. McDermott 


Mr. McDermott points out in the following article that in the last thirteen years 
railroad taxes have increased 228 per cent. as compared with an increase of 22 per cent. 
in dividends. The railroads are paying over $1,000,000 per day in taxes, and more than 
75 per cent. of these taxes go to local and state governments. 


on the rack so long that pro- 

tests in their behalf are more 
often than not indifferently received. 
But, mind you, even the men who 
have ridden into public office and 
have been maintained there partly 
because of their abuse of railroads have 
been the beneficiaries of a prosperity that 
would not have been possible except for 
the far-sighted extension and efficient 
operation of railroads. No magic will 
account for the growth of American 
business, and that growth can be traced 


A MERICAN railroads have been 


just as much to courageous but careful 
management of railroads as to intelligent 
and far-seeing plans of manufacturers 
and traders. Long ago legislators should 
have familiarized themselves with some 
of the details of railroad operation. Had 
they done this it would have opened 


their eyes. They would have found 
efficiency, an efficiency that was reflected 
in mechanical and service results, and 
with low costs, too. 

From time to time manufacturers and 
merchants are heard asserting that rail- 
road freight transportation costs too 
much, that it is one of the factors which 
needs remedying, to bring goods to con- 
sumers at fair and lower costs. In reply 
the railroads declare that the cost of 
transportation is inconsequential and not 
responsible for the high cost of living. 
Somewhere the truth is to be found, 
but it will not be made manifest so 
long as these statements are confined to 
banquet and convention utterances. 

Such an inquiry by the Government 
would be useful and illuminating. The 
writer is not prejudging the result of 
an inquiry of that nature, but when one 
can bring a pound of ham from Cedar 


Rapids, Iowa, to New York City for 
slightly less than three quarters of a 
cent; can ship a suit of clothes 300 miles 
for 6 cents, and can transport the mak- 
ings of a ten-cent loaf of bread for half 
a cent, it looks as though one would 
have to look elsewhere for the blame. 
And, in this same connection, a rather 
unique expose of the profits of middle- 
men, not railroads, might be referred 
to. Mirian Fairbanks, 14 years old, of 
Monticello, Iowa, was helping her father 
pack eggs for the Eastern market. She 
wrote her name on an egg, and asked 
that the ultimate buyer advise what was 
paid for the eggs. Several months after- 
ward Beatrice Ganis, of Brooklyn, N. 
Y., told her that 60 cents a dozen had 
been charged by the grocer from whom 
she had purchased the eggs. 

Now let’s see how much of this mark- 
up can be charged to transportation. 
Between Cedar Rapids, the shipping 
point, and New York City, the rate on 
eggs is $1.24'14. per 100 pounds. The 
railroads calculate that a dozen eggs av- 
erage a weight of 24 ounces, which 
makes this rate come to 1.87 cents per 
dozen. Add 1.87 cents to 18 cents, the 
selling price, and you have a New York 
laid down price of 19.87 cents per dozen. 
Two hundred per cent. profit was taken 
by someone. Whom? 

Referring to loans made some time 
ago, someone said: “The railroads have 
gotten into Wall Street again.” Well, 
if their financial condition has improved 
enough to attract the money lenders, it 
is a hopeful event, and by all means we 
should sustain them in prosperity. 

We have before us the plea of the 
railroads that they are overtaxed. Let 
us examine their tax bill. It will he 
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interesting, though irritating. Some of 
the states have increased their demands 
to a point where one wonders if they 
do not have to use shotguns to get the 
money. 


OVER A MILLION DOLLARS A DAY IN TAXES 


Every hour ticked by the clock finds 
the roads owing $42,000 in taxes, more 
than three-quarters of which goes to 
state and local governments. If you do 
not stagger under that fact, then how 
about the tremendous sum of $1,000,000 
a day? In the last thirteen years rail- 
road taxes have increased 228 per cent., 
as compared with an increase of 22 per 
cent. in the total sum paid in dividends. 
In six out of eight years between 1919 
and 1926 the tax exactions exceeded the 
dividend payments. Frankly, one can- 
not believe the state and local author- 
ities are cognizant of the injustice they 
are doing, not only investors in rail- 
roads, but the public, too. It is to be 
hoped they are not lulled by the thought 
that no one but stock and bond-holders 
are hurt. Ten per cent. of American 
railroad securities are held by life insur- 
ance companies, which have 108,000,000 
policies outstanding. Yes, and part of 
the funds of 46,000,000 savings deposit 
accounts are so invested, as are about 
one-third of the endowments of Ameri- 
can colleges and universities. 

The necessity of maintaining the rail- 
roads in sound financial order as a con- 
dition precedent to good service was 
rather weakly acknowledged hy the 
chairman of the Committee on Interstate 
and Foreign Commerce of the House 
of Representatives, in some remarks he 
made at the last annual meeting this 
year of the American Short Line Rail- 
road Association. This is what he said: 

The object of consolidation is not primar- 
ily to put the railroads in a sound financial 
condition; we are only interested insofar 
as their financial condition is reflected in 
the service they render to the public. 


The relationship of sound financial 
condition to service is nowhere more 
patent than in the decrease of invest- 
ments in railroads and the decline in 
physical equipment following the refusal 


of the Interstate Commerce Commission 
in 1911 to allow a general increase in 
freight rates. For the five years preced- 
ing 1911 the average amount annually 
invested in railroads was $638,000,000. 
By 1916 this decreased to $250,000,000, 
Can one give as good or as much service 
for $250,000,000 as one can with $638,- 
000,000? This decline was reflected in 
a slowed-down physical development. 
In the five years before 1911 the number 
of locomotives in service increased 10,- 
271, but in the five years following 1911 
they increased only 2851. In the first 
period referred to freight cars increased 
371,083 and in the second only 104,381. 
If this had continued, and it would have 
except for the war demand, it would 
have put the brakes on American pro- 
duction. Secretary Hoover has estimated 
that every large car shortage has cost 
the country at least a billion dollars. 


THE DISPROPORTION OF TAX PAYMENTS 
TO EXPENDITURES 


Some comparisons furnished by the 
year 1925 show the disproportion of tax 
payments to expenditures for operating 
necessities and for dividends. The reve- 
nue from twenty-four days’ operations 
was needed to pay for locomotive fuel; 
153 days’ for wages; 69 days’ for mate- 
rials and supplies; 20 days’ for dividends 
and 21 days’ for taxes. Is there any 
member of a state legislature or of the 
Congress of the United States who 
would remain silent if the tax gatherer 
demanded from his private investments 
a sum equal to his earnings from those 
enterprises? 

Another illustration is revealed in the 
fact that the New York Central Lines 
are obliged to hand over in taxes the 
revenues from 3000 miles of road out 
of their total mileage of 12,000. What 
a howl would disturb the air if any 
legislator operating a trucking service 
were compelled to turn over to the 
Government the revenue from every 
fourth truck. 

Running through the records one finds 
that California, Connecticut, Idaho, IIli- 
nois, Indiana, Maryland, Massachusetts, 
Mississippi, New Jersey, New York, 
Ohio, Oregon, Rhode Island, Virginia, 
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Washington, West Virginia and the 
District of Columbia in 1926 collected 
an average of $2431 per mile. That was 
five times as much per mile as the roads 
expended to obtain the traffic that was 
hauled; it was $800 per mile more than 
the cost of locomotive fuel and $400 
more than was paid engine-men and 
train-men. 

The banner collector was New Jersey 
with $8428 per mile, modestly followed 
by the District of Columbia, with $4263. 
To convey some idea of the injustice of 
these levies one should bear in mind that 
the average net railway operating in- 
come per mile for the same year for all 
Class One roads was only $5126, so that 
New Jersey gobbled up a larger sum 
than the average net mile earnings, and 
the District of Columbia slightly less 
than the average. 

Let us look at some more comparisons, 
for that is the only way the average 
person will appreciate the carriers’ tax 
load. Per mile of track the roads earned 
$20,000 from freight traffic, $4400 from 
passengers and $1000 from mail and 
express. This totals $25,400 per mile. 
Thus the average taxes per mile, name- 
ly $2431, for the sixteen states men- 
tioned, were equivalent to 10 per cent. 
of the mile earnings from all railway 
sources. The New Jersey and District 
of Columbia taxes averaged $6346 per 
mile. If the remaining forty-seven states 
followed their example the tax bill of 
the American railroads would be op- 
pressive. 

In 1926 the total tax levies, state 
and Federal, amounted to $388,922,856, 
more than the total cost of maintaining 
the rights-of-way in either the Eastern 
or Western districts; as much as the 
cost of maintaining the rights-of-way 
and the rolling stock as well in the 
entire Southern district and within 
$46,000,000 of the cost of maintaining 
tolling stock in the Western district. 


DIVIDENDS DO NOT REFLECT PROSPERITY 


In 1924 only 48.6 per cent. of the 
toads paid dividends; in 1925, only 
47.7 per cent., and in 1926 only 50.6 


per cent. Does that reflect any great 
amount of prosperity? What about the 
dollars invested in the other half of 
the railroads of our country? Even these 
percentages are subject to scrutiny, for 
in 1926 of the $405,000,000 paid in 
dividends $298,000,000 came from in- 
vestments made by railroads in other 
enterprises. 

A study of wages in the railroad 
industry will convince anyone that some 
of the increases are too large. In this 
connection a quotation from the New 
York Journal of Commerce, November 
19, 1927, says: 


In the second place, extravagant 
wage advances, which have been forced 
upon many roads, are not warranted by 
the general earnings situation of the in- 
dustry, and if maintained, must result (as 
they are resulting this year), in causing an 
actual decline in net revenue. They can- 
not be absorbed or offset by greater effi- 
ciency. The railroads are too near the 
margin for that. They constitute a direct 
draft therefore upon the stockholders’ 
meagre return. The railroad problem is 
a real one and will have to be reckoned 
with in that light. Otherwise the railroads 
are not likely to get the new capital they 
need or the public the conveniences. 


The writer has no wish to suggest 
anything that would seriously affect the 
business of our country, for the unusual 
post-war prosperity, though menacing 
in some respects, has virtues. However, 
if the local and state governments 
each succeeding year after the war 
had reduced their expenditures a reason- 
able amount the commodity and labor 
markets would have reflected this reces- 
sion, and as time went on prices and 
wages would have eased into more re- 
assuring places. As Europe gets back 
to normal it behooves the American 
business man to switch his position, co- 
incident with the change abroad. But 
the merchants, manufacturers and the 
railroads cannot do this without co- 
operation from the Government and the 
wage-earner. 


The following is an extract from a 
statement issued by the National City 
Bank in September, 1927: 
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Railway earnings lower than a year ago, 
caused by smaller gross receipts, increased 
expenditures for labor and taxes. 


Here is the same old disturber, in- 
creased taxes, which usually means ex- 
cessive taxes. Does it seem fair to in- 
crease taxes with declining revenues? 
The writer thinks not. 

Speaking on waste in industry Sec- 
retary Hoover had this to say of railway 
efficiency: 


I can perhaps illustrate what we mean 
by elimination of industrial waste. We 
have had a fine demonstration in our rail- 
ways during the last three years. During 
that period our rauways have handled a 
14 per cent. increase in freight at no 
material increase in gross operating ex- 
- pense. There has been a decrease in rates 
of over 5 per cent., the hours of the 
workers employed have diminished rather 
than increased, and the wage has slightly 
increased. Service to the community has 
been immeasurably improved. These sav- 
ings are just as important as economy in 
government. They mean just as much to 
the tax-payers’ pocket-book as reduction in 
taxes. 


Contrast with this picture of efficiency 
an illustration of an un-business-like way 
of computing the cost of educating the 
children in the public schools. The daily 
newspapers published some figures com- 
piled by a Government man, which were 
said to show the “annual expense in 


each state per student enrolled in pub- 
lic elementary and high schools.” 

Anyone reading that far in the article 
would have every reason to expect com- 
plete figures, but further on this is what 
we find: “The cost per student cited 
above does not include interest on school 
loans, nor the cost of erecting new build- 
ings or other permanent outlays. It is 
current operating expense alone.” 

Such figures, then, are misleading. 
How in the world could any business 
find its costs, which are the basis of 
its prices, unless it included its capital 
expenditures? 


A SUGGESTED MEANS OF RELIEF 


In conclusion, one might suggest that 
any tax relief granted the railroads be 
not given in a haphazard way. A com- 
mission might be. appointed, if only 
the states and the Federal Government 
would act in concert, consisting of three 
members from each state, one represent- 
ing the tax department, one the business 
world and the third the railroads. The 
Federal Government should appoint two 
men, an outstanding business man and 
someone representing the Treasury De- 
partment. They ought, if they work 
diligently, to conclude their inquiry in a 
few months, and when they make their 
recommendations let them be courageous 
enough to state whether too much taxes 
are being collected, if that is a fact. 
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SUCCESSFUL SAFE DEPOSIT MANAGEMENT 


By Epwarp J. PHELPS 


The author of this article includes in his text a comprehensive list of questions which 


frequently arise in the safe deposit business. 


Mr. Phelps is widely known to the safe 


deposit fraternity and in banking circles generally. He is president of the Northern Trust 


Safe Deposit Company, Chicago, Jl. 


advertising firm in Chicago stated 

that he had a client in another 
city, who was contemplating the con- 
struction of a modern safe deposit vault. 
He said frankly that neither he nor his 
client knew very much about how such 
a vault ought to be constructed, or ought 
to be operated. He said that he pro- 
posed to interview the managers of 
certain safe deposit vaults of known 
reputation in many of the large cities 
in the United States, and that he would 
like to have a list of questions prepared 
to put to these managers—in the first 
place, so that he might ascertain what 
the most modern safe deposit practice 
was. The writer replied that he would 
not prepare a list of questions having 
to do with the matter of construction, 
because he was not a vault engineer, and 
did not consider himself competent to 
act in that capacity; but he said he would 
be glad to prepare a list of questions 
having to do with what he considered 
to be the proper operation and protec- 
tion of a safe deposit vault, and, accord- 
ingly, he did so, and the list of questions 
is given below. In propounding them, 
the author does not lay claim to any 
especial originality, nor does he, for a 
moment, believe that he has asked all 
the questions which ought to be asked. 
Doubtless, many others will occur to 
other safe deposit managers. Least of 
all does he believe that all safe deposit 
managers will agree with all the posi- 
tions which he takes. 
_ These questions are printed in the be- 
lief that they are especially pertinent, 
and in the conviction that they are 
questions which every conscientious safe 
deposit manager wisely ought to ask 


Sas months ago, a member of an 


himself. Another reason for printing 
them is because, during the last year, 
certain so-called safe deposit vaults have 
been entered by burglars and safe de- 
posit boxes therein have been robbed by 
the thieves. The writer believes that 
an investigation will show that safe de- 
posit vaults which have suffered in the 
way above described, should not only 
blame the thief, but that in many cases 
they should also blame themselves for 
conducting a safe deposit vault which 
is improperly constructed, improperly 
operated during the daytime, and im- 
properly protected both by day and 
night. The writer believes that there 
are in the United States many so-called 
safe deposit vaults which offer so little 
protection to the renter of a safe deposit 
box therein as to cause a query as to 
whether they are safe deposit vaults 
or green-houses. The writer believes 
also, and always shall believe, that a 
safe deposit vault properly constructed, 
properly operated during the daytime, 
and properly protected by day and at 
night, has very little to fear from 
burglars. Moreover he believes that, 
in nine cases out of ten, the answer 
to the numerous “Why Nots” pro- 
pounded below, if the truth were to 
be told, will be found in the humiliating 
response: “Because it costs too much.” 
The writer believes finally that safe de- 
posit companies and safe deposit man- 
agers will find it difficult to be honest 
with their clients until they first shall 
have learned to be honest with them: 
selves. 

The writer hopes that the time is not 
far distant when some self-sacrificing 
vault engineer may be prevailed upon, 
if it has not been done already, to print 
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an article which shall deal with questions 
of proper safe deposit construction in 
the same straight-forward way as has 
been attempted here to deal with ques- 
tions of safe deposit operation. Con- 
struction and operation are interdepen- 
dent. The best constructed safe deposit 
vault that can be imagined by the mind 
of man will be found to be worth no 
more than so much tissue paper if it is 
improperly or dishonestly operated; and 
by the same token the best operated 
safe deposit vault in the whole realm 
of the universe will eventually come 
to grief if it has been dishonestly con- 
structed. 


SOME QUESTIONS OF IMPORTANCE 


1. Do you insist on a rigid medical 
examination before employing a man? 

2. Why not? 

3. Do you, before employing a man, 
go into his whole record, accounting for 
all his time, in a rigid way? 

4. Why not? 

5. Before employing a man, do you 
examine his home environment, and 
satisfy yourself that he has been well 
brought up? 

6. Why not? 

7. Do you look into his inheritances, 
his education, his personality, his adap- 
tability, his tact, his address, his ability 
to get along with his fellow employes? 

8. Why not? 

9. Do you employ boys, and by boys 
is meant young men eighteen years old 
or under, and place upon their shoulders 
such responsible duties as, for instance, 
those of watching coupon rooms? 

10. Why? 

11. Do you bond your employes? 

12. Why not? 

13. In case of a claim against the safe 
deposit company, will not the fact that 
all employes are bonded in substantial 
amounts, be regarded as a proof of a 
high degree of care and diligence? 

14. Do you watch your employes 
from time to time carefully to see what 
they are doing outside of business hours? 

15. Why not? 

16. Do you pay your employes as 
much, if not a little more, than your 


competitors pay men in similar positions, 
and do you employ a sufficient number 
of employes to render really good service 
and protection? 

17. Why not? 

18. If a man is paid enough so that 
he need not worry about keeping the 
wolf from the door, is he not much less 
apt to yield to temptation than he 1 
when lying awake nights over the finan: 
cial problem? 

19. In renting a safe deposit box to 
a prospective customer, do you always 
secure a reference, a home address, a 
business address, and the name of some 
responsible person who is to be notified 
in case the company shall learn that 
something has happened to the renter? 

20. Why not? 


21. Do you take careful note, before 
renting a safe deposit box, of the appli- 
cant’s general appearance, his willing 
ness or unwillingness to answer proper 
questions? Do you size him up as care: 
fully as you can? 

22. Why not? 

23. Do you make it an invariable 
rule, in making changes with regard to 
the conditions of entrance to a safe de 
posit box, that they be made upon the 
books or records of your company by 
the renter of the box in person? 

24. Why not? 

25. What is your course in handling 
a written order where the authority does 
not appear on your books? 

26. Do you always satisfy yourself 
that the signature to the written order 
is genuine, and that the signer know 
what he or she was doing when the 
signature was written? 

27. Why not? 

28. In case of a sick person’s signing 
an order,. do you investigate as to 
whether his or her mind is clear? Do 
you communicate with the physician in 
charge? 

29. Why not? 

30. In honoring a written order, does 
a representative of the safe deposit com 
pany go with the person, and see what 
is taken from the box, and take a re 
ceipt therefor? 

31. Why not? 
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32. In case of a written order, do 
you subsequently secure from the princi- 
pal of it a ratification of what was done? 

33. Why not? 

34. When a deputy power is signed 
by a person in another state, do you in- 
sist upon a notary’s acknowledgment of 
the signature? 

35. Why not? 

36. In making changes on a contract 
where a corporation is involved, do you 
insist on a resolution of the board of 
directors? 

37. Why not? 

38. Do you keep the keys of your un- 
rented boxes locked up in a box where 
the conditions of access are that two 
persons always be present when keys 
are removed? 

39. Why not? 

40. In case a customer takes a box to 
a coupon room, do you allow him to 
leave his keys sticking in his box? 

41. Why? 

42. In case a box is surrendered, do 
you invariably have the lock and keys 
changed before re-renting the box? 

43. Why not? 

44. If a customer loses a key, do you 
immediately have the lock changed and 
new keys issued? 

45. Why not? 

46. In breaking open boxes for non- 
payment of rent, do you have plenty of 
witnesses present, at least two or three 
of whom shall be from the outside, either 
from the Probate Court or from some 
other bank? 

47. Why not? 

48. When boxes are broken open by 
reason of the keys having been lost, do 
you invariably insist that the renter be 
present when this is done? 

49. Why not? 

50. What is your practice with re- 
gard to dealing with the various forms 
of legal processes which issue against 
safe deposit companies? 

51. Suppose a legal process issues, 
do you immediately notify the renter 
affected? 

52. Why not? 

53. If a person applies for admission 
toa safe deposit box, and is not known, 
do you make an absolute identification, 


not depending at all upon a pass word 
or mere presentation of keys? 

54. Why not? 

55. What is your policy with regard 
to admitting to a safe deposit box 
drunken men? 

56. Would you allow a safe deposit 
box to be opened to enable a person 
who had no authority to go to the box, 
simply to put something in it in your 
presence? 

57. Why? 

58. Do you keep a record of every 
time a safe deposit box is visited, giving 
the date, the number of the box, the 
name of the person opening it, and the 
time of the day? 

59. Why not? 

60. Do you keep constantly at least 
three or four of your employes in the 
safe deposit vault? 

61. Why not? 

62. Do you allow one of your em- 
ployes to be on duty alone in your safe 
deposit vault? 

63. Why? 

64. Do the doors of your coupon 
rooms have a spring lock, so that when 
a renter leaves the room, the doors lock 
themselves? 

65. Why not? 

66. Do you have electric light 
switches so arranged that the light in 
rooms can be thrown down upon the 
floor, so that the employe examining the 
room may have plenty of light? 

67. Why not? 

68. Do you use the old-fashioned 
standup counters with partitions where 
a customer can examine the contents of 
his safe deposit box out in the open, as 
it were? 

69. Why? 

70. What protection has a customer 
in connection with such a counter if he 
leaves property on it? 

71. Does your manager follow hard 
and fast rules? 

73. Is not the discreet manager one 
who knows when and how and where 
to break rules? 

74. Do you realize fully that you can 
do some things for some people which it 
would be folly to do for others? 

75. Would you rent a box to someone 
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under an assumed name, if you knew it? 

76. Why? 

77. Do you keep a carefully indexed 
record of property that is found on your 
premises? 

78. Why not? 

79. Do you make a typewritten re- 
port of any claim that is made against 
the safe deposit company, or of any 
unusual happening that might give rise 
to litigation? 

80. Why not? 

81. Do you keep two indexes of 
everybody having access to the safe 
deposit boxes? 

82. Why not? 

83. How often and by whom are your 
books audited? 

84. When one of your employes car- 
ries a safe deposit box to or from a 
room, is he instructed always to keep in 
front of the renter, and not more than 
ten feet away from him? 

85. Why not? 

86. Does your manager hold frequent 
conferences with his employes, educating 
them to the creed that the customer is 
always right (whether he is or not)? 

87. Why not? 

88. Are the time locks and combina: 
tion locks on the doors of your vault, 
and all the bolt-work in the doors ex- 
amined, cleaned and put in order at 
regular intervals? 

89. Why not? 

90. Are your employes all armed, and 
do they understand how to use revolvers 
properly? 

92. Is your safe deposit vault really 
well protected outside of business hours? 

93. Do you make proper memoranda 
on contracts of all transactions such as 
changes of keys, changes of locks, or 
any change of contract, and have your 
customers sign them? 

94. Why not? 

95. When a box is surrendered, do 
you always secure a release? 

96. Why not? 

97. When a box is surrendered, do 
you always examine the tin box in the 
presence of the renter, in order to be 
sure that it is empty? 

98. Why not? 

99. Suppose a customer sends you his 


keys, and asks you to have the contents 
or any portion of the contents of his box 
shipped to him by some representative of 
the safe deposit vault, would you do it? 

100. Why? 

101. Is the person who winds your 
time locks in the morning always ac 
companied by some one who checks the 
winding? 

102. Why not? 

103. Are your time locks inspected 
by a third person in the middle of the 
afternoon, to see that they are all wound 
for the proper number of hours, and that 
they are all running? 

104. Why not? 

105. When you close your vault, are 
your time locks again inspected to see 
that they are all running and wound to 
run for the proper number of hours? 

106. Why not? 

107. When you close your vault at 
night, are your combinations always 
scattered by at least three persons? 

108. Why not? 

109. In opening your vault in the 
morning after the time locks are off, can 
any one person open the door? 

110. Why? 

111. Is not a double access system, 
throughout, always best? 

112. Why not? 

113. In case of an attack on the prem- 
ises in the daytime, do you have police 
call boxes in the vault so that you can 
summon assistance quickly? 

114. Why not? 

115. Do you have electrical communi’ 
cation with a gong in some other part 
of your premises than the safe deposit 
vault, so that by pressing a button, you 
can call outside assistance at once? 

116. Why not? 

117. Do you instruct your employes 
as to exactly what to do, in case of an 
attack during the daytime? 

118. Why not? 

119. Do you employ a night watch 
man? 

120. Why not? 

121. Do you employ more than one 
night watchman? 

122. Why not? 

123. Do your night watchmen pull 
boxes at regular intervals during the 
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night, communicating with some outside 
agency? 

124. Why not? 

125. Do you admit persons to your 
bank building after hours, without writ- 
ten orders from some one of your 
officers? 

126. Why? 

127. Would your night watchman 
open any one of the doors of your prem- 


ises at night, in response to a rap, or a 
bell, without knowing who was there? 

128. Why? 

129. Is the front door of the grill pro- 
tecting your safe deposit vault so fixed 
that it can be locked instantly in the day- 
time, preventing any exit or entrance? 

130. Why not? 

131. Are the doors of your safe de- 
posit vault electrically protected? 

132. Why not? 


BANKERS URGE FEDERAL ESTATE TAX 
REPEAL 


of the American Bankers Associa- 

tion has addressed the Finance 
Committee of the United States Senate 
urging repeal of the Federal estate tax. 
The following reasons are presented in 
the communication: 


f ‘HE special committee on taxation 


“The Federal estate tax is not logically 
a Federal tax. It is an excise tax on the 
transmission of property at the time of 
death. An excise tax is based properly 
upon a privilege granted by the govern- 
ment imposing the tax. The privilege 
of transmitting property at the time of 
death is granted by the states and not 
the Federal Government. The tax 
therefore ought to be imposed by the 
states and not by the United States. 

“It should be reserved to be used by 
the Federal Government only in the 
stress of war emergencies. The Federal 
estate tax has been employed only in 
war emergencies and the present act and 
its immediate predecessors have lasted 
longer after such emergencies than any 
others in our history. Its further con- 
tinuance would tend to make it a per- 
manent part of the Federal tax system. 

“It is no longer needed for Federal 
revenue. Secretary Mellon has stated 
that this tax is not needed and can now 
be repealed. He estimates that the re- 
peal will cause a loss of $7,000,000 on 
the estates of decedents dying in 1928 
and 1929. These figures have been mis- 
understood but are easily explainable. 


If the act is passed in 1928 it will only 
affect persons dying after the date of its 
passage. If the time of passage, for 
instance, is February 1, 1928, the estate 
of a person dying on February 2, 1928, 
would have an estate tax due February 
2, 1929, which falls within the last half 
of the fiscal year 1929. The bulk of 
estate taxes for persons dying in the 
calendar year 1927 will be received by 
the Government in the fiscal year ending 
June 30, 1928, and the first half of the 
fiscal year ending June 30, 1929, at the 
rates of tax imposed by the present law. 

“It constitutes greater interference 
with state revenues than at any time in 
our history. Since the previous Federal 
inheritance tax in 1898 inheritance taxes 
have become a dependable source of 
revenue in the states. According to the 
last available statistics the states collect 
around $100,000,000 annually from this 
source and the tax constitutes an average 
of about 6 per cent. of their total 
revenue. 

“The tax decreases state revenues. In 
over twenty-eight states a Federal estate 
tax may be deducted in computing state 
inheritance taxes. In these twenty- 
eight states the repeal of the Federal 
estate tax will increase the state revenues 
without a raise in state rates. 

“It imposes a heavier administrative 
burden on estates than do state inheri- 
tance taxes. This burden is made up of 
both delay in the settlement of estates 
and actual additional cost. State inheri- 
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tance taxes may be settled at home while 
the settlement of Federal estate taxes 
involves delay and expense incident to 
the discretion lodged only in Wash- 
ington. 

“It is a tax imposed principally upon 
widows and children. Inheritance tax 
statistics indicate that fully 70 per cent. 
of our inheritance taxes falls upon 
widows and children and the balance 
upon other relatives and beneficiaries. 
At a time when general nuisance taxes 
are being repealed this character of tax 
ought to be included in the repeal. 

“The primary purpose of the tax is 
admittedly not to raise revenue but to 
influence state inheritance tax policies. 
This is a matter that should be left to 
the fiscal policies of the several states. 
Advocates of its retention say it is 
necessary to prevent non-inheritance tax 
jurisdictions such as Florida, Alabama, 
Nevada and the District of Columbia 
from becoming tax havens of refuge. In- 
heritance tax statistics indicate that there 
is comparatively little real change of 
residence on account of inheritance 
taxation. Congress has no right to use 
legislative coercion to make one state 
levy a tax because another has not 
done so. 

“Tax exempt securities: Proponents 
of retention argue the tax is necessary 
to collect taxes escaped by decedents on 
tax exempt securities held during their 
lifetimes. Federal estate tax statistics 
indicate that the volume of such securi- 
ties found in estates constitutes less than 
5 per cent. of total taxable estates. 

“The retention of this tax causes a 
duplicate and unnecessary tax system 
affecting the same property. President 
Coolidge said, in speaking of inheritance 


taxes, that the burden of the tax com- 
prised not only the rate but the cost of 
payment. 

“Joint Federal and state tax levies: 
The retention of the Federal estate tax 
in its present form contemplates a system 
of joint legislation out of accord with 
the long established separation of tax 
sources as between the states and the 
Federal Government. 

“The American Bankers Association 
makes this appeal on behalf of the cus- 
tomers of its member banks for the pur- 
pose of attempting to lessen the cost of 
adminstration of estates. The members 
of the association acting as executor and 
administrator have been obliged on the 
basis of experience to increase their 
charges on account of the extra work 
and the extension of time of settlement 
of estates made necessary by the Federal 
estate tax where they have not absorbed 
this extra cost in their own budgets.” 

The members of the special committee 
on taxation are Roy C. Osgood, vice- 
president First Trust and Savings Bank, 
Chicago, chairman; Raymond H. Berry, 
assistant vice-president Detroit Trust 
Company, Detroit; Vincent K. Butler, 
Jr., counsel American Trust Company, 
San Francisco; Merrel P. Callaway, vice- 
president Guaranty Trust Company, 
New York City; F. Winchester Denio, 
vice-president Old Colony Trust Com- 
pany, Boston; James Dunn, Jr., vice: 
president Union Trust Company, Cleve- 
land; James E. Goodrich, vice-president 
Commerce Trust Company, Kansas 
City; William V. Rockefeller, trust 
officer Tracy Loan and Trust Company, 
Salt Lake City; Thomas B. Paton, gen- 
eral counsel American Bankers Associa: 
tion, New York City. 
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HOW THE FRENCH INVEST 


By CuTHBERT LEE 


A timely and important discussion of investment procedure in a nation one-third of 
whose population own bonds, as opposed to an approximate one-tenth in the United States. 


ORE truly than perhaps. any 
M other country France is a na- 

tion of small capitalists, about 
a third of the population, or fifteen 
million of its people, being owners of 
bonds and stocks, against an approxi- 
mate one-tenth among Americans. A 
large section of the citizens, duplicat- 
ing in part the above group, own real 
estate as an investment, held more by 
custom than for the yield, which is 
low, but this article is concerned only 
with investment in personal property 
—valeurs mobilieres. 

As the first French government 
bonds were issued in the sixteenth 
century the French have a long expe- 
rience in the building of private for- 
tunes through securities, which may 
afford us some pointers. This is the 
more true because the denominations 
of many of the issues current in 
France are small—100 francs, in nor- 
mal times $20, being the original stand- 
ard for government bonds, and 500 
francs the par of recent government 
and corporation bonds and of stocks— 
and their purchase by small holders is 
general, a condition toward which we 
are tending more and more in this 
country. 

As everywhere, the beginning in 
France of investing is saving. We 
have always heard that the French are 
great savers, and indeed they are. 
Savings banks are an old institution 
in France and much saving is done 
outside them by the hoarding of coins 
in that still older form of bank, the 
mattress. One who has observed con- 
ditions in the industrial regions, how- 
ever, has suffered disillusion as to his 
belief that all Frenchmen are thrifty. 


In factories, the spectacle is frequent 
of workers besieging the office a day 
or two after pay-day to draw an ad- 
vance so that they can buy groceries 
to get them through the week. There 
is saving by the industrial workers, 
but the bulk of saving is done by the 
peasants, small tradesmen and rentiers 
—persons who live on an _ income, 
however minute. 

The volume of savings bank de- 
posits in the United States is so enor: 
mous that at first glance it would ap- 
pear that the generality of Americans 
save regularly, but a large part of the 
total represents the use of a savings 
account by the working people in 
place of a commercial bank checking 
account. Many savings bank deposits 
in America are made temporarily to 
provide in advance by weekly accumu- 
lations for monthly, annual or irregu- 
lar expenses, such as rent, Christmas 
gifts, vacation costs, and even the ma- 
jor outlays of small businesses. In 
France savings accounts are also used 
tor such purposes, but there is a much 
more active working relation between 
the use of savings banks and the mak- 
ing of investments. 


WORKING RELATION BETWEEN SAVINGS 
AND INVESTMENTS 


The reason is, first of all, custom. 
Money is accumulated by savings de- 
posits with the understood purpose of 
permanent investment in_ securities. 
The second reason is of great influ- 
ence, namely, a law which obliges the 
officers of savings institutions to auto- 
matically purchase a bond on_ behalf 
of the depositor just as soon as his 
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deposits exceed the sum of 12,000 
francs (about $470). The investments 
are restricted to limited categories, and 
are made with no charge to the deposi- 
tor except cost, and are kept in the 
bank for him. This provision, of course, 
restricts the use of a savings bank ac- 
count, for other purposes than saving 
for investment, to amounts below the 
limit. On the other hand, the deposi- 
tor who accumulates the limit amount 
may either transfer the excess to an- 
other bank or, if he lets his account 
grow, he may have the assurance that 
without effort or worry on his part a 
small portfolio of excellent bonds will 
gradually be got together for him. 
The advantage in the case not only of 
children and widows but the large 
percentage of persons in any country 
who simply do not have the requisite 
knowledge to make their own invest- 
ments wisely is manifest. 

The system described has been the 
beginning of thousands of small 
French fortunes. Yet the use of the 
word “fortune” is inexact, because of 
the grandiose aura which it carries. 
Even competence is hardly the word, 
for it implies too near an approach to 
wealth. It is astounding to an Ameri- 
can to note the large number of per- 
sons in France who possess a small 
amount of capital and live, comfort- 
ably and happily, on the very small 
income which it yields. “Capitalists” 
as a translation for rentier is an ex- 
aggeration, and yet no single word in 
English exists to describe this large 
class of persons of small independent 
means. Such persons, of course, are 
found in the United States, but they 
are not sufficiently numerous to con- 
stitute a class. Many of those here 
with comparable small incomes do not 
live within them, but augment them 
by working. American widows in con- 
siderable numbers fall approximately 
into the category and New England 
offers perhaps as many examples as 
any section of persons of both sexes wha 
might be classed with the rentier. 


No stigma attaches in France to per- 
sons who live on saved or inherited 


money. They are not as a rule idlers 
in a riotous sense. Neither their means 
nor their tastes would permit such a 
way of life. It is hardly true that 
they are parasitic and unproductive, 
for their expenditures no less than 
those of the salaried workers move the 
goods of the merchant off his shelves 
and furnish an outlet for the manu- 
facturer, and their capital through 
their investment in bonds and stocks 
is in large part actively employed in 
industry. 

The younger individuals in this 
class are often busily occupied with 
the arts, literature or research; some 
go into the army, diplomatic service, 
politics or other form of public serv- 
ice. Many older ones have been gain- 
fully occupied for the most active por- 
tion of their lives and have earned 
the money which permits a dignified 
leisure for the final ten to thirty years. 
To a greater extent than seems to be 
the case in America the attainment of 
this position is the goal of a French 
laborer, clerk, farmer, business or pro- 
fessional man, toward which he very 
definitely and intelligently works. 


ECONOMICS PLAYS PART IN FRENCH 
INVESTING 


Frenchmen are helped in their in- 
vesting by the part which economics 
plays in their school life. Economics 
is studied .as preparation for adminis 
trative work or for engineering or 
business. It is taught in nearly all the 
technical schools below the universi- 
ties, as well as in the latter. The Free 
School of Political Science, a private 
institution outside the government sys 
tem, has a course in economics for 
students going into business. Among 
the economics courses are many on 
finance and corporations. 

The American taking a 


general 
view of the French financial market 
is first struck by the lack of sharp dis 
tinction between bonds and_ stocks, 
both being quoted and discussed in a 


jumbled manner. The distinction of 
course does exist, and the nature of 
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each is approximately the same as in 
the United States. In bonds, how- 
ever, there is a marked difference from 
American practice: There may be sev- 
eral series of bonds of a given cor- 
poration, but there is no such thing 
as a first mortgage bond, except that 
which is secured by a mortgage on 
real estate, because bonds on other 
property or general debentures are all, 
under French law, recognized as equal 
claims on the assets without a prefer- 
ence of senior over junior issues. 
Within the last thirty years a bad 
practice has arisen in France which 
prejudices the right of the bondholder 
to protect himself in case of fraudu- 
lent or inefficient management and re- 
sulting default of interest or principal. 
Many issues are put out with the pro- 
vision that each bond buyer must be- 
come a member of a civil bondholders’ 
society. The ostensible object is to 


unite the holders of a given company’s 
bond issue for the collective protection 
of their interests, but the real purpose 


is to make impossible any legal action 
against the company or its officers by 
any of the bondholders. Custom and 
law do not recognize the right of such 
individual action when all or most of 
the bondholders concerned are repre- 
sented in an organized group, which 
alone is held competent to act. Nat- 
urally, just as in the labor field in the 
case of an American company union 
of employes, the bondholders’ society 
is kept well under the control of the 
borrowing company itself and cannot 
be relied upon to take legal action 
against the company and its officers 
should a bad situation arise requiring 
such action. American bondholders 
might do well to keep their eyes open 
for any attempt to launch such socie- 
ties here, as by ingenious adaptation 
they might be introduced in workable 
form, although the tendency of Ameri- 
can law to protect the individual stock 
or bondholder probably would render 
their evil operation void, unless the in- 
dividual subscribed to articles of the 
society completely forfeiting his right 
of action by assigning it to the society. 


MANY TYPES OF BONDS 


There are many types of bonds in 
France, including several which do not 
exist in America. Upset conditions in 
the recent past caused widespread is- 
sue by corporations of the equivalent 
of our notes—bons decennaux, ten- 
year notes, and others of five, fifteen 
or twenty-year dates, bearing from 6 
to 7 per cent. interest. The Bons 
du Tresor of the French government 
are approximately equivalent to our 
United States Treasury Notes, run- 
ning from one month to several years, 
at 6 per cent. To the Bank of France 
the government issues special notes to 
cover advance borrowings on funds 
later due the government, and pays 
the exceedingly low interest of .87!/2 
per cent. 

During and after the war a large 
volume of Bons de la Defense Na- 
tionale were issued, constituting a 
floating debt of perhaps forty billion 
francs, at rates varying from 4 per 
cent. for three-month bonds and 4/4 
per cent. for the six-month issues 
to 5 per cent. for the one-year 
bonds. As most were issued when 
the franc was nearly at par, they 
are now intrinsically worth only about 
one-quarter of their cost, which repre- 
sents a loss of 75 per cent. of their 
capital to the investors who bought 
and held them. 

Some corporations issued bonds 
free of all taxes, which are still on 
the market, but since 1923 the further 
issue of such bonds has been pro- 
hibited to private concerns. The gov- 
ernment, however, may and does issue 
tax exempt bonds, both national and 
on behalf of government enterprises. 
The exemption is important because 
the tax in many cases is 25 per cent. 
of the interest, deducted when the cou- 
pons are paid. 

Bons de delegation are a curious 
type issued by a special form of com- 
pany organized to advance the taxes 
due from the provinces, cities and cor- 
porations, and reimburse themselves by 
later collecting the taxes. They are 
a speculative form of security. 
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Similar but safer are what are 
called annuities, shares of stock in 
companies organized to advance to 
beneficiaries annual subsidies due from 
the government and later to collect 
the same. They pay a fixed rate of 
what is called interest, but is really a 
dividend of 3 to 5 per cent. 


BONDS DRAWN BY LOT FOR PAYMENT 
OF PRINCIPAL 


A bad principle permeates the 
French financial market in the form 
of obligations a lots. These are bonds 
a quantity of which are drawn by lot 
from time to time for payment of the 
principal, as is the case with very 
many regular French bonds, but which 
are paid some at par and some at a 
substantial premium. Small investors 
by the thousands buy them, overlook- 
ing the low yield, in the hope that 
they will one day thus win a prize of 
unearned money, the chance of which 
in any given case is very slight. 

Still worse are the bons a lots where 
the gambling feature is developed 
further in that they bear no interest 
whatever and the only point in buy- 
ing one at all is the fact that event- 
ually it will be drawn for redemption 
at par, which is higher than the issue 
price, or, if the holder has a lucky 
number, at a premium. 

There figure on the French market 
various actions non liberees, shares not 
fully paid up. They are rather risky 
to own because not only the original 
subscriber but all subsequent owners 
are liable individually and collectively 
for the paying in of the balance of the 
subscription price still due. 

Most of the stocks traded in in 
France are of stock companies whose 
organization is quite similar to ours; 
about 3000 are listed’ on the parquet 
of the Paris Bourse (the official part 
of the stock exchange) and in the 
coulisse (corresponding to our curb 
market). 

Only thirty-five stocks are so listed 
of another variety of company, societe 
en commandite par actions, a form of 


stock company in which the stock- 
holders are analagous to silent part- 
ners, and which has a_ supervising 
council instead of a board of directors. 
The principal difference is that the 
management is more centered in one 
man than is the case with a corpora 
tion, and this manager is responsible 
for the debts of the company to the 
extent of his entire personal assets, 
Examples of this form of stock com- 
pany include the Compagnie Centrale 
d’Eclairage par le Gaz, (The Paris il- 
luminating gas company), Le Prin 
temps (one of the famous Paris de. 
partment stores), and Schneider et 
Compagnie (the famous Creusot 
works), the great steel company ot 
France, which a few years ago put 
out a bond issue in the New York 
market in the form of bonds of an 
American subsidiary organized for the 
purpose, the Framerican Industrial 
Corporation. 


THREE TERMS FOR PREFERRED STOCKS 


The French have three different 
terms for preferred stocks, but those 
called by these three names are the 
same in fact, and approximately iden- 
tical with our preferreds. The French 
speak of interest on preferred stocks, 
where they properly should say divi- 
dends. One of the principal preferred 
stocks is that of the Compagnie Gen- 
erale Transatlantique, which we know 
as the French Line. There is also a 
type of participating preferred stock, 
which after receiving a fixed dividend 
participates in further profits not after 
the common but contemporancously 
with it. An example is the Electric 
Company of Warsaw, Poland, which 
pays 6 per cent. non-cumulative and 
after certain reserves receives 25 per 
cent. of further profits, while the 
common receives 75 per cent. As 
a result, although the par of each is 
500 francs, the preferred sells for about 
3300 francs, and the common for nearly 
twice as much, 6000 francs. 

In addition to cumulative preferred 
stock the French market includes com’ 
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panies with class A and class B stocks, 
alike in claim on earnings, but the first 
having plural voting power, ten or 
more votes per share. This pernicious 
feature permits the owners of a tenth 
or less of the capital to control a com- 
pany financed to the extent of 90 
per cent. or more by other stockhold- 
ers. Sometimes, though too rarely, 
the class B stock, which is sold to the 
public, is preferred as to dividends 
and assets. In 1925 these shares re- 
ceived a severe blow in a law which 
places on the dividends of one plural 
vote share having the right to ten 
votes, a tax ten times that of an ordi- 
nary share, up to a limit on all such 
dividends of 75 per cent. of the revenue. 

Finally, a further type of share is 
called part de fondateur, and receives 
dividends after the common = stock. 
Though not prohibited it is not recog- 
nized by name in the law. It is about 
the only French type of share of no 
par value. One example will show its 


origin. When the Suez canal com- 
pany was organized 100 of these shares 


were issued to the founders. These 
100 were later divided into 100,000. 


One of the original shares distributed 
gratis is now worth close to half a 
million dollars. Such parts fluctuate 
violently on the Bourse according to 
whether the companies have a good or 
bad year. Examples are the Parisian 
Electric Company, the newspaper 
Petit Parisien, and in the coulisse the 
Comet Brewery, the Majestic and 
Etoile hotels, the Casino at Cannes, 
and the department store Galeries 
Lafayette. 

As soon as the franc is stabilized it 
is probable that numerous issues will 
be offered in New York. Meanwhile 
some Americans deal regularly on the 
Paris Bourse, and it is an easy matter 
for an American investor to buy what 
he likes there, through a New York 
bank having a Paris correspondent: 
When the Bourse is stagnant prices of 
many sound securities are low and 
their yields considerably higher than 
those available at present in the United 
States. To those who follow the 
choice of experienced French investors, 
and who believe in the ultimate finan- 
cial soundness of France, the oppor’ 
tunities are attractive. 





DOES RESEARCH PAY? 


BOUT five years ago in New 
England a live representative 


group of business men in non- 
competing lines organized among them- 
selves a research association. Eleven 
companies comprised the group, which 
included a machine tool builder, a pub- 
lishing house, a chain cotton mill owner, 
a tanner, a textile machinery house, a 
rubber goods manufacturer and several 
others. The annual value of their com- 
bined products totals more than $150,- 
000,000. They pool business informa- 
tion and exchange intimate facts about 
their methods and costs. They are 
candid about their errors and_ short- 
comings. Their staff members compare 
notes with one another and make rounds 
of inspection of one another’s places of 
work. Profitable ideas come from facts 
in the possession of the team members 
which are assembled for the common 
good. An irrefutable illustration of the 
value of this research plan is found in 
the experiences of two members who, 
after a report of one sub-committee on 
internal transportation problems, effected 
a saving of $35,000 a year in each case. 

There can hardly be found a stronger 
argument for organized fact-finding, co- 
operating for new knowledge and 
mutual help in its application. 

This interesting research experience 
was described by Meyer Bloomfield, 
consultant of the Policyholders Service 
Bureau of the Metropolitan Life Insur- 
ance Company, at the annual dinner of 
the Attleboro, Mass., Chamber of Com- 
merce. During his talk Mr. Bloomfield 
defined research as the most vital word 
in our language, representing the most 
dynamic of all organizations and 
economic functions. Research in busi- 
ness, he said, is another application of 
the modern idea of keeping individuals 
and communities well as practiced by 
many of today’s leading physicians, who 
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are devoting their services to prolonging 
the lives of the healthy as well as treat: 
ing the ailing. 

It has been the mistaken conviction of 
many smaller manufacturers that re- 
search is a luxury and an overhead that 
undoubtedly did some good for large 
corporations that could stand the ex- 
pense. The dramatic research work and 
accomplishments of large concerns has 
somewhat tended to obscure the fact that 
science and the methods of science are 
the most democratic of all human 
instrumentalities, asking only to be used. 
A tremendous amount of data on an 
almost inconceivable variety of subjects 
is available and it only remains for the 
individual, whether a small or large con- 
cern, to assimilate it and apply it to 
specific problems. 

The value of research in the conduct 
of business is emphasized when one con- 
siders that today three types of business 
strategy are receiving the greatest atten- 
tion. They are the strategy of loca: 
tion; the strategy of unique product, 
such as that based upon a patent; and 
the strategy of utility and quality. 

It is the last of these that is arousing 
the interest of practically all intelligent 
business men in the face of present-day 
competition. To successfully meet the 
challenge of business strategy calls, 
obviously, for good management, which 
may be summarized by the following 
characteristics: Foresight, that is, seeing 
the problem ahead; planning, that is, 
charting an appropriate course of action; 
and control, the direction of the planned 
course to the desired end. 

The achievement of these three char- 
acteristics of good management calls for 
definite knowledge based upon facts. 
Business men must substitute foresight 
for hunch, information for opinion, 
knowledge for gussip and hard, cold facts 
for tradition. 
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JOHN POOLE, OF THE FEDERAL-AMERICAN 


By Car_ H. CLaupy 


John Poole, president of the Federal-American National Bank of Washington, D. C., 
is known both in Washington and to hundreds of bankers outside that city not only as 
an extremely able banker but as one of the most human personalities in the banking 
profession. Mr. Claudy’s article presents an unusual picture of a man who has not only 
achieved outstanding success as a banker, and acquired a host of friends along with it, 
but a man who has by his many helpful and constructive civic activities shown himself 
to be one of Washington’s outstanding citizens. 


cause of unusual opportunity; others 

because of long educational prepara- 
tion. Others forge to the front because 
of some quality of character or native 
ability. John Poole has made his own 
opportunities. And he had no college 
education with which to start. Born in 
Parkersburg, W. Va., in 1875, his par- 
ents moved to Washington when he was 
still an infant; his education was all 
acquired in the Washington public 
schools, and in Wood’s Commercial Col- 
lege. 

He began his commercial career as a 
clerk in the United States Express Com- 
pany in 1890, later becoming cashier of 
that organization. 

He had early the desire to become 
either a lawyer or an accountant, and 
studied accountancy, but the call of busi- 
ness was too strong. 

In 1898, he became a partner in 
Reeves, Poole and Company, an organi- 
zation selling fine and fancy groceries. 
This, however, proved too small a field, 
and after two years he retired from the 
firm to begin his banking career with the 
Washington Loan and Trust Company, 
as a bookkeeper. Here he began to show 
his originality, developing his own loose- 
leaf ledger long before such aids to busi- 
ness were commercially available. He 
served in various capacities in this ven- 
erable and successful institution until 
1908, when the National City Bank took 

im away to become its assistant cashier. 
This position held him only two years; 
then the Commercial National Bank se- 


Ses men achieve distinction be- 


cured his services as cashier for four 


years. 

In 1913 the Federal National Bank 
was organized, largely through the ef- 
forts of Mr. Poole, who at thirty-seven 
became its first and only president. This 


© HARRIS & EWING 


Joun Poo.re 
President the Federal-American Na- 
tional Bank, Washington, D. C. 


bank, after a phenomenal success, in 
1922 consolidated with the strong 
American National Bank and John Poole 
became president of the Federal- 
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American National Bank, which position 
he has held since. 


PRACTICAL EXPERIENCE IN EVERY 
POSITION IN BANK 


It is to be noted that Mr. Poole has 
had practical experience in every posi- 
tion in a bank. He not only has a com- 
prehensive knowledge of the technique 
of modern banking and a thorough un- 
derstanding of the theory and principles 
on which our financial structure is built, 
but he has also that personal, practical 
knowledge of banking, from the bottom 
to the top, which can only come through 
having filled, successfully, every position 
which a bank affords. 

One of his associates has said of him: 
“John Poole has an uncanny ability to 
see beyond the form and quantity of 
figures, into what they mean. He can 
get more out of a statement of a busi- 
ness than any man I know. He seems 
to sense the reality behind the symbol; 
to read from a tabulation of assets, liabil- 
ities, loans, discounts and business done, 
the real state of a business. Time and 
again I have known him to put his finger 
on a weak spot the men in the business 
didn’t know existed; more than once I 
have seen him show that a statement de- 
lineating a stable and successful year 
really concealed a loss which even the 
accountant didn’t find.” 

John Poole has been a pioneer in bank- 
ing. His bank was the first in his city 
to introduce the monthly statement. He 
was first to advocate the service charge. 
He was first to set in motion the con- 
tinuous analysis of accounts to be sure 
his bank was not carrying those which 
were unprofitable. 


TURNING UNPROFITABLE ACCOUNTS INTO 
REAL ASSETS 


Here is the real secret of Mr. Poole’s 
success as a banker. All bankers are 
supposed to be able to analyze accounts, 
yet the banking world knows that there 
are many apparently profitable ones 
which really hurt, rather than help, a 
bank. Mr. Poole spends much time on 
the accounts in his bank, not to eliminate 
the unprofitable account, but to turn it 


into one which is a real asset. A case 
in point: A local concern which car. 
ried a balance of approximately $25,000 
with the Federal-American appeared on 
the face of things to be an excellent and 
profitable account. But, upon analysis, 
the account proved to show a loss, not 
a gain, for the bank. This business re- 
ceived an enormous number of very 
small checks which had to be collected 
all over the United States. In spite of 
the size of the balance, Mr. Poole was 
able to show the owners that without a 
service charge of at least $100 a month, 
the bank could not afford to keep the 
account; and that with it the net proftt, 
even with the balance kept on hand, was 
only $25 a month. 

Much more important than analysis 
of accounts is the analysis of businesses. 
Mr. Poole has carried this to a point 
which is truly remarkable. This state: 
ment needs amplification. Mr. Poole is 
a trained bookkeeper and accountant. 
Figures are not only his working tools 
but his playthings. He conceives it as 
the highest duty of the banker, not only 
to his stockholders, but to his customers, 
to dig so deeply into the figures sub 
mitted to him by borrowers, that they, 
as well as the bank, understand exactly 
what their businesses are really doing. 


LOSS OF ONLY SEVEN-TENTHS OF I PER 
CENT. ON LOANS 


The Federal-American has only a 
seven-tenths of 1 per cent. loss on loans. 
Of course, it is easy to avoid loss on 
loans by refusing them, but the Federal: 
American is in resources the third 
largest among national banks in the city 
and second largest in volume of busi 
ness done. The small loss, then, is 
not from caution or conservatism, but 
from an expert knowledge of business, 
derived from keen observation and a 
digging into fundamental facts. 

The Federal-American National Bank 
building in Washington, which occupies 
a commanding corner where G crosses 
14th street, one city square from the 
United States Treasury, is largely the 
creation of Mr. Poole. He had most 
capable architects, and a building com: 
mittee which labored long and earnestly 
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to produce the perfect bank building, 
but they all give the majority of the 
credit for the result to the president of 
the bank. His ideas, designs, suggestions 
and plans are, as one member of the 
committee expressed it, “poured into the 
mortar and cut into the stone” of the 
result. 

First, perhaps, among the innovations 
which this building has to show the bank- 
ing world, is the “cageless counter” 
which is wholly President Poole’s idea. 
In the Federal-American bank are no 
tellers’ cages. Only a long, wide counter, 
with a low railing, separates customer 
from teller. The internal arrangement 
of this counter, and the plans which 
provide for the bringing to and taking 
from it of money and securities, are 
such that the counter saves time and 
space, speeds up transactions between 
customers and clerks, and materially adds 
to the beauty and the spaciousness of 
the bank. Many other banks, having 
seen this idea, are installing it in their 
new buildings; bank architects predict 
that all new bank buildings erected from 
now on will adopt it. Mr. Poole is now 
taking out a patent on the plans and 
proportions of his new idea in bank 
fittings. 


A BELIEVER IN ADVERTISING 


Mr. Poole is an enthusiastic believer 
in advertising for all business, but es- 
pecially for banks. But he has small use 
and less respect for the bank advertise- 
ment which merely sets forth the names 
of the officials and announces that the 
institution pays 3 per cent. on savings 
accounts, etc. He early decided that such 
publicity was of comparatively little 
value. In order to learn what was of 
real value, he interested himself in the 
theory and practice of advertisement 
building, read many books on the sub- 
ject, studied the subject from every 
angle, and then began to write adver- 
tiements of his own. These advertise- 
ments have not only aroused wide in- 
terest both in and outside of Washing- 
ton, but they have produced real results 
in stimulating the flow of business into 
the bank. 

John Poole is a big man, physically. 


He does not look his 52 years. He 
possesses an easy, quiet manner and has 
a pleasant voice and a most disarming 
smile. He has also a nature which has 
made him a large circle of warm friends 
and his board of directors swears by, 
not at, him. He has had the happy 
faculty of leading without being domi- 
neering, of getting his policies carried 
out without either persuasion or forcing; 
and his relations with W. T. Galliher, 
former president of the American Na- 
tional, and chairman of the board of the 
Federal-American, are the envy of all 
his associates. 

Mr. Poole is extremely exact in his 
thinking and in his work. He thinks 
and acts in fractions as well as in units 
He does not believe in snap judgment 
and no one ever accused him of making 
up his mind “in a flash.” He considers, 
weighs, thinks through; when he is 
through thinking he has confidence in 
his own judgment and rarely has he had 
occasion to doubt the soundness of his 
financial opinions. His conservatism is 
that of experience, but it is a conserva- 
tism plus initiative and courage. He 
doesn’t say, “I have a hunch we'd bet- 
ter not— —.” If he advises “better 
not,” it’s with a reason, all tabulated 
and set forth in dollars and cents and 
percentages and facts. 

These statements are not mere 
opinions of his friends, but are demon- 
strable from statements of his bank, and 
comparisons with other institutions. Dol- 
lar for dollar, the Federal-American Na- 
tional Bank shows a greater profit than 
the average; dollar for dollar, it shows 
a much smaller loss than the average; its 
growth shows the confidence the busi- 
ness world has in the institution; and 
the successes of many of its customers, 
gratefully attributed to the keen analyses 
made by its president, attest the fact that 
Mr. Poole knows not only banking, but 
the financial foundations of business as 
few bank presidents do. 


AN EXACT THINKER 


Whoever goes to the Federal-American 
National Bank with the idea that a bank 
president is a man who sits all day with 
his feet in a tub of ice water saying 
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“no!”, is due for a pleasant surprise. 
John Poole is very approachable. There 
are no “fishy eyes” around his office. 
He is simple, unaffected, human, easy 
to talk to. 

Mr. Poole was married in 1921 to 
Miss Frances Barber. He has three boys 
and a girl, three of them children by a 
former marriage. As a club man and 


Mason, he is beloved of a large circle 
who find difficulty in seeing in their fun- 


loving and happy-natured associate the 
“cold blooded” banker of fiction. John 
Poole plays as hard as he works, and 
gets as much enjoyment out of the latter 
as the former. 

And he is only 52! Yet he is a pace. 
maker. Just where he will land in the 
next decade can only be guessed, but 
the leaps and bounds with which his 
bank is growing are good guide-posts for 
those who want to prophesy! 


GIANNINI GIVES $1,500,000 FOR AGRICUL- 
TURAL FOUNDATION 


AN’S struggle to win sustenance 
M from the soil, which all too 

often combines back-breaking 
toil and heart-breaking returns, should 
be made easier in California at least, 
through the generosity of A. P. Gia- 
nnini, president of the Bancitaly Corpo- 
ration, San Francisco, who refused to 
accept $1,500,000 offered him by the 
corporation, and which sum is now to 
be used for an agricultural foundation 
at the state university. 

The fund, which represents 5 per 
cent. of the profits of the corporation 
for 1927, will be dedicated specifically 
to the relief of conditions among the 
farmers, dairy and live stock men and 
fruit growers. The directors of the 
corporation made the gift in acknowledg- 
ment of Mr. Giannini’s interest in the 
problems of the farmer and in strict 
conformity with a rule of life and busi- 
ness he established years ago. 

The rule referred to is one on which 
Mr. Giannini bases the greatness and 
the wide utility of his enterprises; that 
neither he nor any officer of these enter- 
prises shall enrich himself at the expense 
of the institution. He considered that, 
as the people of the state had made it 
possible for him to obtain this large 
return from the corporation, the money 
should be returned to them in a manner 
that would produce the greatest possible 
benefit. 

“The organizations founded by Mr. 


Giannini have been exceedingly grateful 
for the public response they have en: 
joyed,” said James A. Bacigalupi, presi- 
dent of the Bank of Italy, in announcing 
the tender of the gift. 

“These organizations,” Mr. Bacigalupi 
continued, “have had in coatemplation 
for some time the establishment of an 
appropriate foundation which would in 
a measure evidence this gratitude. 
Agriculture is, of course, of primary 
importance to us and the unfortunate 
circumstances in which many of our 
farmers and fruit growers find them: 
selves, through no fault of their own, 
has suggested the desirability of attempt 
ing a scientific study of the problems 
with the hope of finding a suitable 
solution.” 

The gift was announced with acclaim 
in university scientific and agricultural 
circles, President W. W. Campbell 
personally accepting it in the name of 
the board of regents and the people of 
the State of California. In detail it 
provides for a building on the campus 
at Berkeley to cost $500,000, and which 
shall be a part of the agricultural and 
horticultural group now being con 
structed there. Here the necessary re’ 
search work, scientific and economic, 
will be conducted with the remaining 
$1,000,000 of the foundation, and the 
solutions effected there will be made a 
part of practical agriculture throughout 
the state. 
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AMSTERDAM AS A 


FOREIGN LENDER 


By S. BROUWER 


This article gives an informative picture 


of one of the world’s important financial 


centers. ‘The author is manager of the statistical department of the Amsterdamsche Bank, 


Amsterdam. 


a financial center does not merely 

date from the last few years. For 
a long period Amsterdam has been the 
connecting link between the interests 
of various nations. The geographical 
position of Holland, together with the 
fact that the Dutch East Indies exports 
important colonial produce, has to a 
certain extent predestined Holland to 
be the center of important international 
relations in which financial interests 
have always predominated. 

The more rapid growth, however, only 
dates back to the post-war period. The 
fact that Holland formed, so to speak, 
a neutral island between the belligerent 
nations accounts for the fact that dur- 
ing the war many financial transactions, 
which in different circumstances would 
have been concluded elsewhere, were 
consummated in Holland. After peace 
was signed a number of foreign banks 
and commercial concerns established 
themselves within its frontiers, thus 
placing its foreign relations on a firm 
basis; moreover considerable capital 
sought shelter in the country during 
a period when many currencies were 
dwindling down to nothing. All this 
contributed not only to the consolida- 
tion of Amsterdam as a financial center 
but also to its further extension and 
development. This has been abundant- 
ly shown during the last few years by 
the numerous appeals which have been 
made to the Dutch money market for 
Toreign account. 


Tes importance of Amsterdam as 


ISSUES MARKETED IN AMSTERDAM 


To give some insight into the develop- 
ment of these financial transactions there 


are given below some figures concerning 
the various issues marketed in Amster: 
dam during the last few years. These 
totals do not include the conversions of 
national or foreign bonds, nor a large 
number of loans, etc., issued on behalf 
of religious and philanthropic institu- 
tions. Neither do the figures include 
the amounts of foreign securities im- 
ported into Holland by way of arbitrage, 
etc. The amounts actually issued are 
consequently considerably in excess of 
the figures published here-under: 
Percent- 
age of 
foreign 
securities 
of total 


amount 
issued 


National Foreign 
Total securities securities 

(fin millions of guilders) 
1922 437 420 17 4 
1923 253 242 11 4 
1924 403 354 49 12 
1925 298 154 144 48 
1926 465 171 294 64 
1927* 268 © 82 186 60 


*First half year 


The most remarkable feature is the 
decrease (with some fluctuations) of the 
issues for home account and the con- 
siderable increase, absolute and relative, 
of the foreign issues. These figures 
clearly demonstrate the important posi- 
tion Amsterdam now occupies in the 
financial world. It will also be seen that 
the list of countries which have marketed 
debentures, shares, etc., on the Amster- 
dam stock exchange includes practically 
every country which has had to make 
demands on the money market these last 
few years. 

The following table gives more pre- 
cise details as to the debtor countries 
from which the most important issues 
emanated: 
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1924 1925 1926 1927? 
(In millions of guilders) 


74 «#113 «43.4 


GHOTMMGNY 2 eo iccsecs 30 
Japan 
Hungary 
Czechoslovakia 
Switzerland 
United States 
Sao Paulo 
Denmark 
Saar Districts 
France 
Belgium 
Uruguay 
Brazil 
Chile 
Luxemburg 
Peru 
Argentina 
Canada 
Bulgaria 
South Africa 
Italy 
New South Wales .. 
Sweden 
Bolivia 
Esthonia 
*First six months. 
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As the table shows, the number of 
countries that have recourse to the 
Amsterdam money market increase 
from year to year. Further it will be 
seen that Germany no longer figures 
first in the list, having ceded its place 
to France. This is due to the restrictive 
measures which since the beginning of 
this year the German government im- 
posed on the issuing of loans in other 
countries. 


GERMAN ISSUES MARKETED IN HOLLAND 


The amounts with which Germany— 
the country which has hitherto made 
the largest calls on the foreign money 
market—has been provided by the Dutch 
market alone, expressed in percentages, 
amounted to 8.7 per cent. in the year 
1925 and 11.7 per cent. in 1926. It 
should not be overlooked that these per- 
centages refer to the total amount of 
only those loans which have been ofh- 
cially issued in Holland, either directly 
or as parts of loans issued elsewhere. 
In addition, considerable amounts have 
been subscribed privately to other Ger- 
man loans. 

No conclusion can, however, be drawn 
as to the general financial position of 


this country or as to the balance of pay- 
ments from the figures relating to the 
foreign loans issued in Holland. It is 
true that considerable amounts have 
found their way into the safes of Dutch 
investors or have at least been bought 
by people living within the Dutch 
frontiers, but in many cases large 
amounts have been bought for foreign 
account and in such cases the Amster- 
dam market was merely used as a clear- 
ing house. 


DEVELOPMENT OF A DISCOUNT MARKET 


Progress is also being made in other 
directions in the field of international 
finance. More than ever before, trans- 
actions in commodities are being financed 
by Dutch institutions. For these inter- 
national transactions the Dutch mone- 
tary unit (i.e. the guilder) is being 
increasingly used. Consequently a dis 
count market of some importance has 
developed itself in Amsterdam of recent 
years. Any bills which are based on 
import and export reimbursement trans’ 
actions (i. e. bills which may be classi- 
fied as self-liquidating prime bankers’ 
bills) are on principle eligible for dis- 
count. As for eligibility, banks of 
foreign origin now rank in general equal 
with the Dutch banks, provided that the 
former have been registered as Dutch 
firms. The Netherlands Bank recently 
decided to accept these bills as collateral 
for loans, but exclusively on behalf of 
bill-brokers and for periods not exceed- 
ing ten days. In this way the Amster 
dam bill-brokers are enabled to act more 
or less as discount-houses and this may 
undoubtedly contribute to the further 
development of Amsterdam as a finan 
cial center. 

It remains to be seen whether money’ 
lenders will also give their support to 
the development of business in this di- 
rection. Hitherto those parties who have 
liquid means at their disposal have not 
invested these in the first place in bills, 
but have as a rule loaned out the money 
against the collateral of securities on the 
Amsterdam stock exchange. It is not 
impossible, however, that in this respect 
a change will gradually set in. 
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SERVICE AT A BARGAIN PRICE 


By DALE GRAHAM 


Mr. Graham has gained considerable recognition in the banking field as a result of his 
writings on the subject of the service charge and on other banking subjects. He is a 
member of the committee on analysis and service charges, Missouri Bankers Association; 
a director of the Financial Advertisers’ Association and assistant vice-president of the 
Mississippi Valley Trust Company of St. Louis, Mo. 


OE TURNER rammed his hand into 
the mail box to see what the post- 
man had left Indeed, that emissary 
of the Government had been most 
liberal, for Joe’s hand drew forth numer- 
ous circulars, a mail-order house cata- 
logue, a newspaper and two letters. 

“State Trust Company, eh?” Joe eyed 
the return address on the largest of the 
envelopes. “Note due? No, not until 
the last of next month. Overdrawn? 
No, I'm good and sure I’m not. May- 
be I haven’t much balance, but I know 
I'm not overdrawn.” 

In spite of his musings, it didn’t take 
Joe long to come to the conclusion that 
the easiest way to determine what the 
envelope contained was to open it. So 
open it he did. 

Had a stranger been watching the 
countenance of Joe Turner as he read 
the enclosure from the bank, it wouldn't 
have taken much imagination to guess 
the state of his mind. Joe was angry, 
and becoming angrier every minute. As 
for Martha, Joe’s wife, she didn’t have 
to use her imagination at all—she knew 
something was wrong the minute he 
stepped into the house. 

The irate Mr. Turner barely had time 
to hand the letter to his spouse before 
he burst forth vehemently against the 
State Trust Company and those con- 
nected with it. 

“Of all the insults! A customer for 
years. They solicited my account. I 
borrow money there. I write all my 
checks on their bank. And for them to 
send me a thing like that. Why, I tell 
you it’s an outrage, it’s a——” 

Mrs. Turner didn’t listen any further, 


for her mind was absorbed in scanning 
the letter she held before her. As was 
her habit, she read softly to herself: 


STATE TRUST COMPANY 
Notice to Our Depositors 


For many years this bank has carried 
the small checking accounts of many custom- 
ers as a free service, realizing the con- 
venience of such accounts to their owners. 

Such accounts, however, have occasioned 
a loss to the bank because the income from 
lending the small balances, less reserves, 
falls short of paying for the expense of 
pass books, check books, deposit tickets, 
ledger sheets, and the book-keeping expense 
they cause. 

Due to the increased cost of this sta- 
tionery and overhead, however, we do not 
feel that continuing to carry small checking 
accounts at a loss is either justified or 
expected by our depositors. 

Accordingly, it has been determined to 
make a service charge of fifty cents (50c) 
per month on accounts that average less 
than fifty dollars ($50), providing there 
has been any activity in such accounts. 

We feel sure that all of our depositors 
who may be affected by this charge will 
realize that it is not a profit-making meas- 
ure, but merely the prevention of an actual 
loss. 

Very truly yours, 
E. W. JOHNSON, 
Cashier. 


By the time Mrs. Turner’s eyes rested 
on the last line, her husband had worked 
himself up to an even greater fury 
and was extemporizing freely concern- 
ing the strangle-hold policies of the 
nation’s financial institutions. But such 
outbursts had ceased to create in Martha 
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either awe or fear. On the contrary, 
they often caused her to assume exactly 
an opposite point of view. 

“Now calm down, Joe, that letter 
sounds reasonable enough to me. If 
you don’t like it, why don’t you go 
down and tell Mr. Johnson about it? 
I haven't time to listen any longer.” 

“Tell Mr. Johnson? Do you think 
I'm not going to? You can bet your 
last dollar on it, and I’m going right 
now.” 

“Thanks.” 

The significance of this reply was lost, 
however, for Joe was already half way 
down the walk to where the automobile 
stood. 


* * * 


It was only a short run to the State 
Trust Company for the average driver, 
but today Joe Turner made it in record 
time. What he would say to Banker 
Johnson was already firmly fixed in his 
mind and there was no need for delay. 


And hesitate he did not, but bolted 


into the enclosure occupied by the bank 
official’s desk. 

“Mr. Johnson,” Joe began, “I’ve been 
a customer here for nearly ten years, 


, 


and——’ 

“Oh, hello, Joe. How are you?” The 
banker appeared to take no notice of 
Turner’s state of agitation, but motioned 
him quietly to a chair. 

“Not so good, thank you. I say I’ve 
been a depositor here for nearly ten 
years, and during that time I've put 
over $50,000 worth of business through 
your bank. Today I get a notice you 
are going to charge me for the privilege 
of keeping my money here!” 

Banker Johnson was as calm as only 
a man of his experience could have 
learned to be. “Did the notice say for 
sure you were going to be charged on 
your account?” 

“Sure it did. It said I would have 
to pay 50 cents a month if my account 
averaged under $50, which it does. And 
I want to say to you right now, Mr. 
Johnson, that I think it is high time 
the public is rising up to defend itself 
against the tactics of you bankers. You 
not only want to use your depositors’ 


money for nothing, but want to charge 
the poor public for the privilege of let- 
ting you have it. Why, it’s an out 
rage!” 

Banker Johnson remained calm. “We 
pay interest on some accounts, Mr. 
Turner. And we don’t charge all of 
our customers for the privilege, as you 
say, of keeping their money—if they 
keep enough. This new service charge 
will just apply to the smaller checking 
accounts that don’t pay their keep.” 

“Do you say that a depositor who 
has done $50,000 worth of business dur 
ing the last ten years hasn't paid his 
keep? Answer that.” 

“Just what do you mean by $50,000 
worth of business, Mr. Turner. I don't 
quite understand.” 

“Why just this. Look here at these 
pass-books—two of them. I made so 
many deposits you had to give me a 
new book. Add those deposits up for 
the period of ten years, and the total 
is nearly $50,000. That is what I mean 
by $50,000 worth of business. I guess 
if half of the accounts on your books 
ran that well, you'd have a lot bigger 
bank.” 

Banker Johnson smiled quietly. “Sit 
still for a minute, Joe. I see you 
aren't exactly clear on how a bank 
makes money. No doubt the entries in 
your book do total $50,000, but during 
that time you have been writing a lot 
of checks, also. I happen to know— 
and you just said so, yourself—that 
the average amount of money in your 
account month after month over that 
period has been less than one hundred 
dollars. 

“Now, Joe, it is on the actual balance 
in the bank that we derive our income. 
Many people don’t understand it—prin 
cipally because they never stop to figure 
it out. But if they did stop to think 
about it they would realize that all a 
bank receives in the way of income from 
an account is the interest on the part 
it can put out in the form of loans. Even 
then, they might forget that interest 1s 
calculated on a yearly basis—and a year 
is a long time. For instance, a customer 
depositing a thousand dollars for a week 
might feel he was doing a great thing 
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for the bank, yet the profit to the bank 
from such a deposit would be less than 
a dollar.” 


* * * 


Joe was becoming a restless listener. 
“I don’t see how you figure you can’t 
make money on a fifty dollar account. 
Oh, I guess you can figure—you bankers 
can make figures do anything, but—” 

“Just a minute, Joe, I want you to 
figure this yourself. Take this pencil.” 

Automatically, Joe Turner complied. 

“Now,” the banker continued, “write 
down at the top of this paper “Amount 
of Deposit—$50.00."”” He waited while 
Joe reluctantly jotted down the figures. 

“Now, Joe, listen to this a minute. 
The law requires us to keep a legal re- 
serve, and in addition we must keep a 
lot of cash in the vaults to take care of 
our customers’ checks as they are pre- 
sented. You see, we can’t lend out every 
cent we have deposited with us. Is it 
clear to you why we can’t?” 

“Yes, I guess so, but that doesn’t 
amount to much.” 

“Tt amounts to over 15 per cent. of 


our deposits—much more than 15 per 
cent.—but we will call it that. Put this 
down underneath your first figures: 
‘Less Legal and Cash Reserves, $7.50.” 

Joe wrote rather laboriously, but 
finally finished. 

“Now, subtract, and you will have 
$42.50. Mark that “Loanable Funds.’ ” 

Again, the banker had to wait until 
Joe had the required figures on the 
paper. 

“Now, Joe, I want you to figure the 
interest at 7 per cent. on $42.50 for one 
year.” But the banker saw Joe was 
becoming impatient. “Oh, all right, let 
me have the paper and I will finish the 
problem, but you watch closely.” 

The work sheet was completed and 
handed back to Joe for inspection: 


Amount of deposit 
Less legal and cash reserves 


Loanable funds 


Gross income at 7 per cent. for one 


Gross income per month ($2.97—12) .$ 0.24 


“Now you see, Joe,” continued the 
banker as he noticed the customer’s eyes 


“Now, Joe I want you to figure the interest at 7 per cent.” 
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on the last line of the analysis. “That 
24 cents a month is gross income pro- 
viding the account runs exactly $50. But 
most of them don’t. Take yours, for 
instance. I think it averages under $50, 
doesn’t it?” 

“I don’t know. It is sometimes nearly 
a hundred.” 

“For a few days, only. Then for a 
good many days it may run as low as 
$25. Isn't that right?” 

“Maybe.” 

“Well, let’s say your account aver- 
ages $25 throughout the month. The 
gross income to the bank would be 12 
cents.” 

Even Joe Turner grinned at hearing 
the amount. 

“Now, Joe, how many checks do you 
and your wife write a month? About 
fifteen or twenty, don’t you?” 

“About that, I guess.” 

“All right, who furnishes 
checks?” 

“Why you do, of course.” 

“Yes, the bank does. And who fur- 
nishes deposit tickets, pass books, ledger 
sheets, and the like? Who hires clerks 
to keep track of your balance? Who 
keeps up a building for you to do busi- 
ness in?” 

“Why, the bank does, I suppose.” 

“To be sure, and do you think it 
doesn’t cost anything these days to do 
all of that for you? Do you think we 
could do it on 12 cents a month gross 
income?” 

“Probably not. But you'd have a lot 
of that expense whether I had my ac- 
count with you or not.” 

“Yes, that’s true, Joe. But is it a fair 
way to reason it out? Shouldn’t each 
account stand independently? And then 
think of what the depositor gets from 
his bank. In the first place, his money 
is safe from burglars and hold-up men. 
He can write checks to pay bills and 
drop them into the mail. By carrying 
his check book with him, he can get 
money and make payments just as he 
wishes. His canceled checks furnish him 


those 


a receipt for payments he makes. 
bank account presents a complete pic 
ture of his financial transactions, and 
furnishes the necessary information for 
tax returns and the like.” 

Joe was becoming more calm. “Yes, 
Mr. Johnson, there is no doubt about 
a checking account being convenient.” 

“And all the bank gets from even a 
$50 account is 24 cents a month in gross 
income. Is it any wonder that it asks 
for a 50 cents service charge?” 

“No, since you have explained it, I 
guess not.” 

“The trouble is that the public has 
been educated to expect everything from 
the banks free. Many bankers give free 
notary service, legal service, furnish 
rooms for meetings, do clerking at auc- 
tions, and even make out applications for 
auto licenses. And the public never 
stops to think where the bank gets its 
money from such activities. 

“You are not the only one, Joe, who 
has been in to object to the service 
charge, but they all have gone out satis- 
fied. They see that the bank is not 
trying to make a lot of money at their 
expense, but merely trying to break even 
on their business. They don’t expect 
their grocer to sell them groceries below 
cost; neither do they want their banks 
to give them service at a loss—after they 
understand it. 

“Now, Joe,” Banker Johnson con- 
tinued, “let’me ask you another ques- 
tion: How much would you take to do 
without the convenience of a checking 
account?” 


Turner grinned rather 


sheepishly. 
“Well, a good deal more than 50 cents 
a month, I guess.” 


“All right. Now, just one more: 
Where can you get so much service for 
as little as 50 cents?” 

Joe Turner scratched his head. “Well, 
Mr. Johnson, come to think of it, darned 
if I know. I guess it’s a bargain, after 
all.” 


(Copyright 1927 Dale Graham) 
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ROM the day of Bell’s historic **two-mile’’ conversation, 

the frontiers of the telephone have steadily been pushed 
back. Today it is possible to talk with practically anyone any- 
where in this country and with many cities in foreign lands. In 
the Bell System, the number of inter-connected telephones is 
growing at the rate of about 800,000 a year. 


Basic facts on A. T. & T. as an investment: 


With its predecessors, the American Telephone and Telegraph 
Company has paid dividends regularly for forty-seven years. Its 
earnings assure an ample margin of safety above dividend require- 
ments. Its stock is held by more than 420,000 investors. It is 
constantly seeking to bring the nation’s telephone service nearer 
to perfection. It owns over 91% of the combined common stocks 
of the operating companies of the Bell System which furnishes an 
indispensable service to the nation. 


Write for booklet “Some Financial Facts” 


BELL TELEPHONE 
SECURITIES CO. luc. 


195 Broadway # New York City 
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THE MID-WINTER T 

HE mid-winter trust conference of 
Ts American Bankers Association 

has become an accepted institution 
in American banking. At the ninth an- 
nual mid-winter trust conference, held 
in New York February 14-18, there 
were general addresses on the growth 
of the trust company business and the 
advantages of corporate trusteeships, ad- 
dresses on methods of getting new busi- 
ness, considerable emphasis on the im- 
portance of life insurance trusts, discus- 
sion of a proper investment policy for 
trust funds, some talks on wills and con- 
sideration of various legal aspects of 
trust business. 

These are the familiar subjects. And 
the fact that they appear in every con- 
ference is evidence of their importance. 
It is evidence, also, that the trust busi- 
ness has attained its majority—that its 
habits are becoming settled and regular. 
It is no longer an experiment. But there 
is always room for improvement of 
methods. And that is where the value 
of these conferences lies. 


AMERICANS BECOME ESTATE-MINDED 


“Time was,” said Walter S. McLucas, 
president of the Trust Company Divi- 
sion and chairman of the board the Com- 
merce Trust Company, Kansas City, in 
describing “The Advance of the Corpo- 
rate Fiduciary,"—“when the problem 
of considering how an estate should be 
distributed bothered only a select few. .. 

“Within a few decades, however, we 
have witnessed what might be termed a 
revolution in the frame of mind of the 
American people. More and more they 
are becoming estate-minded and giving 
thought to the best methods of safe- 
guarding their family’s future.” 

Francis H. Sisson, vice-president of 
the Guaranty Trust Company, New 
York, in his address on “When a Good 


by 
Que 


RUST CONFERENCE 


Idea Takes Hold,” gave some facts and 
figures on this recent “revolution.” 

“The number of times that trust com- 
panies and banks were named as execu- 
tors or trustees under wills during 
1927,” he said, “was four and one-half 
times as great as the total for 1923. In- 
deed, the 1927 total was greater than 
the combined figures for the three years 
of 1923, 1924 and 1925!” 

He named some of the great men who 
recently left their estates to be admin- 
istered by corporate trustees: Judge 
Elbert H. Gary, Frank A. Munsey, Vic- 
tor Lawson, J. Ogden Armour, R. J. 
Reynolds, John F. Dodge, James Oliver 
Curwood and William M. Wood. 

““Intrusting the settlement of their es- 
tates to trust organizations,” said Mr. 
Sisson, “was, of course, due to recogni- 
tion of the fact that the corporate execu- 
tor is better qualified than any private 
individual to handle such an involved 
and intricate task.” 


TO MAKE ADVERTISING EFFICIENT 


The past record of the trust compa- 
nies, then, is admittedly gratifying. To 
make the future equally so is the con- 


cern of all trust men. And the agency 
which is relied on to produce the bulk 
of the trust business of the future is ad- 
vertising. 

“How the Agency Man Views Fi- 
nancial Advertising” was, therefore, logi- 
cally, the next subject for consideration. 

“I believe,” said John Benson, presi- 
dent of the American Association of 
Advertising Agencies, who covered this 
subject, “that financial advertising can 
well afford to study the trends and 
methods of commercial advertising . . . 
research, the ascertaining of facts re- 
garding the market.” 

Dr. Daniel Starch, director of re- 
search of the same association, gave an 
example of such research in measuring 
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the market for trust company service in 
an imagined city of 100,000 population. 

Based on income statistics for the 
United States “if our imaginary city is 
a typical city, it would have approxi- 
mately 550 families with incomes of 
$10,000 and over, and 1550 families 
between $5000 and $10,000, or a total 
of 2100 families with incomes over 
$5000. This may be the possible mar- 
ket for trust company service in addi- 
tion to corporations and institutions.” 

But how to find out the names and 
addresses? “We have found, in our re- 
search work, that a satisfactory measure 
of family income is the rental value of 
the home. The ratio of rental value to 
income on the average is 21 per cent. . . 
A survey based on rental values of in- 
dividual homes could be carried out, the 
names and addresses located and the ac- 
tual people who might constitute the 
market for trust company service could 
be approximately ascertained.” 

Dr. Starch concluded, however, with 
the warning: “Facts and statistics can- 
not take the place of judgment and 
imagination in making and executing 
plans. Sound judgment and practical 
imagination are most necessary. Facts, 
however, are the only sure foundation 
upon which sound judgment and prac- 
tical imagination can be based.” 

One more thing is necessary to build 
business, said Charles H. Plenty, vice- 
president Hackensack Trust Company, 
Hackensack, N. J., in his address on 
“The Development of a Trust Depart- 
ment of a Country Bank.” 

“The same rule which the successful 
farmer applies must be used by the trust 
man in a country bank if he would 
make of his trust department something 
besides a bank department title. This 
tule is work to be followed by still more 
work.” 

With it should go advertising—tying 
up the bank’s ads with those of the 
larger banks if it is in a commuting 
town: direct mail work with a mailing 
list made up from the bank’s safe deposit 
register; and publicity work done by the 


om man by speaking before various 
clubs 


GETTING THE LIFE INSURANCE MEN TO 
HELP 


Those companies which have been 
giving much attention to life insurance 
trusts in recent years listened with in- 
terest to what Julian S. Myrick, presi- 
dent of the National Association of 
Life Underwriters, had to say on “Trus- 
teeing Life Insurance from the Stand- 
point of the Underwriter.” 

Briefly, it was this: “In order to ob- 
tain the best possible results, it is neces- 
sary for the banks and trust companies 
to realize that they are rendering a bank 
and trust service, and that if they are 
going to throw their doors open to the 
trusteeing of life insurance funds and 
want life underwriters to bring this class 
of business to them and work for it, the 
life underwriters must feel that they are 
not coming into competition when 


bringing such a case to either the bank 
or trust company as such, or an official 
of the institution. . .” 

Gwilym A. Price, trust officer Peoples 


Savings and Trust Co., Pittsburgh, Pa., 
told of how his company gave “A Trust 
Function’s Course for Life Under- 
writers” last year, to promote better un- 
derstanding between trust and life ine 
surance men. 

The course consisted of fourteen les- 
sons, given under the auspices of the 
University .of Pittsburgh, to fifty 
selected members of the Pittsburgh Life 
Underwriters Association. 

“Was it successful? I will let some 
figures answer that question,” he said. 
“Out of the fifty members enrolled, the 
attendance averaged better than forty 
each evening. 

“What were its concrete results? I 
don’t know exactly, but I could cite a 
number of instances such as occurred 
several weeks ago. One of the under- 
writers attending the class stopped in 
my office on Saturday morning and 
asked me if I would arrange to stay for 
a short time on Saturday afternoon and 
talk to a prospect he was bringing in. 
I did so. After answering the prospect's 
questions, I had the pleasure of seeing 
the agent secure an application for a 























HE LEAST and most that man can do is 

to keep faith with his friends.” Union 
Trust Company’s sole purpose in building 
this new home is to serve more efficiently 
the thousands of client-friends of this institu- 
tion. For it is the good will of Union Trust 
Company clients throughout thirty-six 
years that has made our new home possible. 
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$250,000 policy. Furthermore, I had 
the pleasure of receiving the data for 
a funded insurance trust of more than 
$100,000 in securities, $250,000 in in- 
surance, a revocable voluntary trust for 
about $300,000, and the wills of the 
prospect and his wife, which would total 
about another $200,000. 

WHY AND HOW TO MAKE A WILL 

Two radio talks on wills were given 
during the conference, one by Judge 
H. L. Standeven, vice-president Ex- 
change Trust Company, Tulsa, Okla., 
on “Should a Wife Talk with Her 
Husband About Making a Will,” and 
the other by Homer Guck, vice-presi- 
dent Union Trust Company, Detroit, 
on “Does the Law Interpret a Woman's 
Wishes?” 

Both of the talks emphasized the im- 
portance of making a will, so that the 
testator may be able to dispose of his 
property as he wishes. 

Gilbert T. Stephenson, vice-president 
Wachovia Bank and Trust Company, 
Raleigh, N. C., gave numerous instances 
of “Self Revelation in Wills.” 

“To the testator who is tempted,” he 
concluded, “by disappointment or pique 
or envy or jealousy or revenge or by 
any other evil spirit or mood to write 
into his will sentiments that are un- 
worthy of his noblest moments, I would 
suggest that he take to heart these words 
of Joseph Jefferson in his autobiography, 
‘I have seldom had occasion to regret 
my silences.” 

“I suggest that lawyers and trust men 
use their influence, great as it is, to im- 
prove the quality of wills by suppres- 
sing the bad and encouraging the good 
impulses of their clients. Let the evil 
that they would do be interred with 
their bodies; let the good that they 
would do live after them.” 

There should be “Dignity in the Exe- 
cution of Wills” said J. M. Broughton, 
counsel Wachovia Bank and Trust Com- 
pany, Raleigh, N. C., in keeping with 
the dignity of the instrument itself. 

“The statutory requirements with ref- 
erence to witnessing of wills should be 


strictly complied with. The executing 
and attesting should be done in a place 
reasonably well suited for the purpose. 

“Not the least of the responsibilities 
of the corporate trustees is that the trust 
officer, in co-operation with the attor- 
ney, shall make certain not only that the 
wills coming under his supervision are 
well drafted and properly executed, but 
that the important matter of witnessing 
such wills is attended with intelligence, 
propriety and dignity.” 


LEGAL ASPECTS 


“Some of the Unwritten Law of 
Trusts,” given by Augustus Peabody 
Loring of Loring, Coolidge, Noble and 
Boyd, Boston, Mass., was as follows: 

“To begin with, the law does not rec- 
ognize a managing trustee. 

“In practice it would be impossible 
for all the trustees to join in the active 
management of the property; hence, pro- 
vided all the trustees exercise a general 
supervision over the trust affairs . 
they may permit one of the number to 
take the general custody and manage- 
ment of the trust estate. . . 

“The courts have not decided whether 
one trustee may go alone to the safe de- 
posit vaults where negotiable securities 
in a trust are kept, but the general rule 
is that they must go together.” 

The money of several trusts, however, 
can be kept in one bank account, or the 
securities of more than one estate in one 
box, if they all come under one will. 

The character of investment trusts 
and the principles of management seem 
to violate some of the present principles 
of law governing trust investments. 

Finally, the trustee must use some dis- 
cretion, and if a company steadily loses 
ground and its conditions deteriorate in 
ordinary and not panic times, he should 
liquidate the trust’s investment in its se- 
curities. 

“Some of the Duties and Liabilities 
of Succeeding Trustees,” as given by 
Ripley L. Dana of Pillsbury, Dana and 
Young, Boston, are: 

“A successor trustee should investi- 











for commercial business 


Buying, selling and transportation .... dealing with 
customers in diverse places... . establishing markets 
in new fields .... maintaining finances on a stable 
basis .... purchasing equipment and raw materials 
.... planning business for the months ahead . . . . these 
are a few of the many problems confronting the busi- 
ness man of today .... and they are best solved in 
co-operation with a thoroughly modern and experi- 


enced bank. In this connection we extend to you our 
city-nation-and-world-wide service. 
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gate the doings of its predecessor and 
if it discovers improprieties involving lia- 
bility on the part of the predecessor it 
should make reasonable effort by suit or 
otherwise to enforce that liability. . . 

“A successor trustee should invariably 
see to it that a new appraisal of the trust 
property is made upon the basis of cur- 
rent market values and that its books 
are opened with these values. . . 

“It should keep such records of its 
doings that a dozen years after the oc- 
currence of the events it can show that 
it exercised its judgment in whatever it 
did. 

“If it is a bank absorbed by another 
bank, to protect itself it should make 
an effort to have ‘persons who have 
named the absorbed bank as trustee exe- 
cute codicils to their wills substituting 
the absorbing bank for the absorbed 
bank. By so doing a great deal of con- 
fusion and litigation may be avoided.” 


COMMON STOCKS FOR TRUST 
INVESTMENTS? 


“Investment Powers from the Stand- 
point of the Fiduciary,” said Raymond 
H. Trott, vice-president Rhode Island 
Hospital Trust Company, Providence, 
R. L., are not sufficiently broad. 

He urged that trustees be given full 
power to make any investments they 
think wise. “I realize,” he added, “that 
in advocating this, I am making our path 
a dificult one.” But in spite of the 
vexatious problems that are bound to 


arise from such liberal powers, it is the 
duty of the corporate fiduciary to its 
prospective trustors to ask for them, and 
use them to its best ability, remembering 
always that “our first duty is not to se- 
cure appreciation in, but to conserve the 
value of the trusts in our care.” 

James G. Smith, assistant professor of 
economics at Princeton .University, 
speaking on “Trust Companies and Real 
Income,” went so far as to urge the pur- 
chase of common stocks as trust invest- 
ments. 

“The principal factor which causes 
fluctuations in the income on stocks is 
the uncertainty of business,” he said, 
“but that uncertainty may be overcome 
by proper diversification. Thus it is 
concluded that much of the apparent in- 
stability of stocks is actually stability in 
terms of real income, and that stability 
is concealed by the fact that the dollar 
income fluctuates to accommodate itself 
to the changing value of money. . . 

“Properly interpreted, the trusteeships 
which banks and trust companies are 


undertaking are something more than the 
mere conservation of dollars—they are 


the conservation of real income, the 
human livelihood that those dollars will 
buy. Real income is conserved by in: 
vesting in a properly diversified list of 
stocks, and not by investing in bonds.” 

H. D. Sammis, trust officer Farmers’ 
Loan and Trust Company, New York, 
gave a detailed account of the work in- 
volved in “Conducting a Custodian De- 
partment.” 
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PROBLEMS IN BANK CREDIT 


By M. E. RoBerTSON 





before, a reply will be made by mail. 





Tue Banxers Macazine has secured the services of a capable credit man to 
answer the inquiries of readers on current problems of the credit manager. Questions 
of general interest to credit men and bankers will be answered and only the initials of 
the persons asking the question will be used. , 
particular interest to bank credit men as a whole or is one which has been answered 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable 
the editor to draw the proper conclusion. Inquiries should be addressed to the Editor, 
Bank Credit Problems, Tur Bankers Macazine, 71-73 Murray Street, New York. 


In case the question is not one of 








UESTION: In preparing a con- 
solidated balance sheet of a parent 
company and its various subsidiary com- 
panies, one has an item that relates to 
the minority stockholders’ interest to 
deal with. I have sometimes seen this 
item of minority stockholders’ interest 
shown and would appreciate a line as 
to how the figures are arrived at in such 
a balance sheet. I am particularly in- 
terested from the angle of analysis rather 
than pure accounting. Also, if your 
magazine could give any information 
regarding the rights of minority stock- 
holders, I would be very grateful. 
J. J. C. 
ANSWER: Minority stockholders 
are entitled to receive notices of corpora- 
tion meetings, to attend such meetings 
and vote, and to inspect the corporate 
records in the manner prescribed by law. 
With regard to the handling of the item, 
“minority stockholders’ interest,” for the 
purpose of analysis, the writer would 
say that his impressions are along the 
following lines. The parent company 
has subsidiaries as follows: 


Parent Co. Sub. A. Sub. B. Sub. C. 
$5,000,000 1,000,000 500,000 300,000 
5,000,000 600,000 300,000 600,000 


Capital 
Surplus 


The interest of the parent company 
in the various subsidiaries is as follows: 
In subsidiary A, the parent company 
owns 75 per cent. of the capital stock; 
in subsidiary B, it owns 60 per cent. of 


the capital stock; and in subsidiary C, 
it owns 662/3 per cent. of the capital 
stock. From the standpoint of analysis 
and the preparation of a consolidated 
balance sheet of the parent company 
and its three subsidiaries, it is fair that 
in considering minority stockholders’ in- 
terest, the proportionate share of both 
capital and surplus should be considered. 
In the case of A, we take 75 per cent. 
of capital and likewise 75 per cent. of 
surplus; in B, 60 per cent. of capital 
and 60 per cent. of surplus; and in C, 
66 2/3 per cent of capital and 662 /3 
per cent. of surplus. 

Assuming that the parent company in 
its own individual statement carried its 
interest in subsidiaries as follows: 


Investment Subsidiary A ........$1,000,000 
Investment Subsidiary B 
Investment Subsidiary C 


These are the figures used on the asset 
side of the parent company’s statement 
in arriving at the surplus shown of 
$5,000,000. The actual value of invest- 
ment in subsidiaries based on propor- 
tionate share of capital and surplus, 
compared with the figure at which 
equity is carried, is as follows: 


Investment shown 


$1,000,000 


Book vaiue 
$1,200,000 
480,000 
600,000 


$2,280,000 
365 


Subsidiary A 
Subsidiary B 
Subsidiary C r 


$1,900,000 
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From this it is evident that the surplus 
of the parent company could be swelled 
$380,000 by carrying the investment in 
subsidiaries at book value. In preparing 
a consolidated balance sheet of the 
parent company and various subsidiaries 
it is necessary that the surplus in the 
consolidated balance sheet be increased 
to $5,380,000. This is because all as- 
sets and liabilities of various subsidiaries 
are merged and the difference must be 
properly allocated. In the final arrange- 
ment we, therefore, get the following 
set-up of capital account in the con- 
solidated balance sheet of parent com- 
pany and subsidiaries A, B and C: 


Capital 

Surplus 

Minority interest in subsidiary 
companies 1,020,000 
This minority interest is arrived at 

by taking 25 per cent. of the capital and 

surplus of subsidiary A ($400,000); 40 

per cent. of capital and surplus of sub- 

sidiary B ($320,000); and 331/3 per 

cent. of capital and surplus of sub- 

sidiary C ($300,000). 


QUESTION: How does a company 
arrive at the value of a leasehold which 
it shows on its financial statement? Is it 
customary and proper for a company to 
carry such an item? W. B. G. 


ANSWER: It is a rather difficult 
matter to value leaseholds accurately. It 
is necessary to first deduct the annual 
costs from the annual income which will 
give a figure to be regarded as an 
annuity dependent upon the balance of 
time the lease has to run. It is, of 
course, absolutely essential to know the 
length of time the lease has to run. It 
frequently happens, through an  in- 
creased value of land and construction 
which in turn brings higher rentals, that 
a lease made sometime back, which still 
has a considerable period to run, proves 
a very valuable asset. It could likewise 
happen that real estate in the territory 
had so depreciated for the purpose for 
which the structure was designed that 
the leasehold had no value and might 
even prove a liability. 


QUESTION: We have always made 
a practice of charging off a certain 
amount for amortization on bonds 
owned. We have charged off sufficient 
to reduce bonds to par at maturity, 
making the charge each interest date. 
In the accounting of the bank, should 
such a charge be treated as a special 
charge against net profits, or should it 
be considered as a deduction from in- 
terest earned ? O. M. 


ANSWER: In setting aside a cer- 
tain amount of your interest income for 
the purpose of amortization of your 
bonds, you are reducing your interest 
income and this really answers your 
question. However, inasmuch as profits 
on the sale of securities, a portion of 
which may be due to amortization which 
has been written off, thereby reducing 
the book value, are not added to income 
but are considered as a special income, 
the writer reasons that you could not 
justify yourself in considering amortiza- 
tion as a special charge. Likewise, bonds 
purchased under par are not written up, 
but when sold or redeemed the profit is 
taken as special income. For your own 
accounting purposes, there would prob- 
ably be no harm in considering the full 
interest as income and amortization as 
a special charge against net profits in 
the same category as credit losses, etc. 


QUESTION: Should a drawing ac- 
count be given any consideration as an 
asset item? Some merchants show quite 
an item in this connection. 


E. W. M. 


ANSWER: Very little consideration 
should be paid to it for analysis pur- 
poses. Regard it as a slow asset. Very 
likely in many cases it is not an asset, 
but should be written off. In some lines 
salesmen are given a right to draw a 
certain amount of money in a month, 
whether or not they earn that amount 
in commission. There are times when 
future commissions offset drawings, but 
there are also times when a salesman 
quits with a drawing account in his 
favor and against the firm. This must 
usually be written off. 
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They Kept Faith 


URING ¢he first New England winter, “King -—Massasoit” 
D and a score of his be-feathered warriors visited the little 
Plymouth settlement. The peace pipe was smoked. The treaty 
then made was faithfully kept for over half a century by the 


Wampanoag tribe and their Puritan neighbors. 


@, Probity is the proud heri- 
tage of New England. It is the 
basis of our solid New Eng- 
land institutions — mercantile, 
manufacturing and financial. 
@,Old Colony Trust Company 
has prospered by its strict ad- 


herence to the New England 
ideals. Its service embraces all 
departments of finance — bank- 
ing, foreign, trust, investment, 
transfer and vaults. Make this 
institution your New England 
banking headquarters. 


Capital, $15,000,000 
Surplus, $11,000,000 
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BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed Down by State and Federal Courts Upon 
Questions of the Law of Banking and Negotiable Instruments 


BANK TO WHICH DRAFT IS IN- 
DORSED CAN RECOVER 
FROM DRAWER 


Bank of California National Ass'n v. 
Young, Supreme Court of 
Oregon, 260 Pac. Rep.227 


HERE the payee of a draft 

\X/ indorses it to a bank for 

value and the drawer stops 
payment on the draft, the bank will 
be permitted to enforce it against the 
drawer. 

In this case, the defendant, Young, 
drew a draft payable to the order of 
the Bank of Kenton and deposited it 
to his credit in that bank. He was al- 
lowed to draw against the credit. The 
Bank of Kenton indorsed the draft to 
the order of the plaintiff Bank of Cali- 
fornia and deposited it in that bank. 
The Bank of Kenton overdrew its ac- 
count with the Bank of California and 
before the latter bank could present 
the draft for payment, the drawer had 
ordered payment stopped. It was held 
that the plaintiff bank was a purchaser 
of the draft for value and could en- 
force it against the drawer. 

Action by the Bank of California, 
National Association, against Harry 
Young. Judgment for plaintiff, and 
defendant appeals. Affirmed. 

The plaintiff brought this action for 
the recovery of money against the de- 
fendant as the drawer of a draft for 
$1,626.95. The facts are stipulated. 

On December 2, 1926, and for sev- 
eral months prior thereto, the defen- 
dant carried a commercial checking ac- 
count with the Bank of Kenton, and 
on that date and prior thereto the 
Bank of Kenton carried a like account 
with the plaintiff corporation. On 
November 30, 1926, the defendant 
prepared and delivered to the Bank 


of Kenton a draft or bill of exchange, 
reading: 


“Bank of Kenton 24-60 
“Portland, Oregon, Nov. 30, 1926. 
“On demand, pay to the order of 
Bank of Kenton $1,626.95 one thou- 
sand six hundred twenty-six and 
95/100 dollars, value received, and 
charge to account of Harry Young. 
“To Wm. Gabel, First Nat. Bank, 
Oakdale.” 


Simultaneously, he prepared a de- 
posit slip following the form used by 
that bank, the slip being substantially 
as follows: 


“Deposit with Bank of Kenton by 
Harry Young, Portland, Oregon, No- 
vember 30, 1926. 

“All items other than cash are re- 
ceived on deposit with the express 
understanding that they are taken for 
collection only. Unpaid items will be 
charged back to the depositor’s account. 

“Please list each check separately. 


Dollars. Cents. 


Checks as follows: 
Draft on Wm. Gabel, Oakdale, 95 
Calif., $1626.95 


“See that all checks and drafts are 
indorsed.” 


This deposit slip he delivered to the 
Bank of Kenton, together with the 


above-described draft. The bank ac- 
cepted the draft for deposit, credited 
on its books to the checking account 
of the defendant the amount of money 
represented thereby, and entered that 
amount in his passbook as cash. Of 
these facts the plaintiff had no knowl- 
edge. On the same date the Bank of 
Kenton deposited the draft with the 
plaintiff, after placing thereon the fol- 
lowing indorsement: 
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GROUP 


DETROIT 


GUARDIAN DETROIT BANK 
GUARDIAN TRUST COMPANY OF DETROIT 
GUARDIAN DETROIT COMPANY 


Three institutions, all under unified ownership and opera- 
tion, offering every banking, fiduciary and investment service, 
with a Directorate interested in broad fields of industry. 


DIRECTOR S 
OF ONE OR MORE GUARDIAN INSTITUTIONS 


FORD BALLANTYNE, 
Secretary Michigan Alkali Company 
HENRY E. BODMAN, 
Counsel for the Guardian Group 
HOWARD BONBRIGHT, 
President General Securities Corporation 
RALPH H. BOOTH 
President Booth Publishing Company 
JUDSON BRADWAY 
President Judson Bradway Company 
LAWRENCE D. BUHL, 
President Buhl Aircraft Company 
ROY D. CHAPIN, 
Chairman of Board Hudson Motor Car Co. 
HOWARD E. COFFIN. 
Vice-Pres. Hudson Motor Car Company 
GEORGE R. COOKE, 
Pres. Geo. R. aoe Construction Company 
FRANK COUZEN‘ 
Vice: Pace, Frazer-Couzens Company 
GEORGE R. FINK, 
President Michigan Steel Corporation 
FRED J. FISHER, 
Vice-Pres. General Motors Corporation 
EDSEL B. FORD, 
President Ford Motor Company 
LUMAN W. GOODENOUGH, 
Goodenough, Voorhies, Long & Ryan 
JOHN C. —. jR. 
sident Guardian Detroit Company 
EDWARD k, pees 
President Gemmer Manufacturing Company 
CARLTON M. HIGBIE, 
President Keane, Higbie & Company 
HARLEY G. HIGBIE, 
Treasurer Hugo Scherer Estate, Inc. 
SHERWIN A. HILL, 
Warren, Hill & Hamblen 
ROSCOE B. JACKSON, 
Pres. and Gen. Mgr. Hudson Motor Car Co, 
ALBERT KAHN, 
Architect 


ERNEST KANZLER, 
Executive Vice-Pres. Guardian Detroit Bank 
JEROME E. J. KEANE, 
Chairman of Board Keane, Higbie & Co, 
ROBERT O. LORD, 
President Guardian Detroit Bank 
ALVAN MACAULEY 
President Packard Motor Car Company 
NORMAN H. F. McLEOD, 
Sec'y-Treas. Parke, Davis & Company 
LOUIS MENDELSSOHN, 
Capitalist 
W. LEDYARD MITCHELL, 
Vice-Pres. = Gen. Mgr. Chrysler Corp, 
CHARLES S$. MO’ 
Vice- Prac General Motors Corporation 
C. HAYWARD MURPHY, 
Secretary Simon J. Murphy Company 
FRED T. MURPHY 
Chairman of Board Guardian Detroit Bank 
JAMES R. MURRAY 
aa Murray-Gorman-Ross, Inc. 
PHELPS NEWBER: 
Vice- Pras Guardian Trust Company 
WALTER S. RUSSEL, 
Chairman Russel Wheel & Foundry Company 
ALGER SHELDEN, 
President Shelden Land Company 
ALLAN SHELDEN, 
H. D. Shelden*s Sons 
LUTHER S. TROWBRIDGE, 
Trowbridge, Lewis & Watkins 
CHARLES B. VAN DUSEN, 
= S. S. Kresge Company 
HIRAM H. WALK 
President Habe Manufacturing Company 
LEWIS K. WALKER , 
Vice-Pres. and Sec *y Guardian Trust Company 
WM. ROBT. WILSON 
Pres. and Chairman Murray Corp. of America 
CLARKSON C. WORMER, JR., 
President Wormer & Moore 
CHARLES WRIGHT, JR., 
Beaumont, Smith & Harris 
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“Pay to the order of Bank of Cali- 
fornia, N. A., Portland, Oregon. All 
prior indorsements guaranteed 

Bank of Kenton, 
“R. R. Thatcher, Cashier.” 


In making the deposit with the 


plaintiff, the Bank of Kenton prepared 
a form of deposit slip habitually used 
by the plaintiff, which reads, in part: 


“Deposited with the Bank of Cali- 
fornia, National Association, subject to 
conditions below, by Bank of Kenton, 
Portland, Oregon, November 30, 1926, 
** * draft on William Gabel, Oak- 
dale, California, $1626.95. * * * In 
receiving out-of-town items for deposit 
or collection, this bank acts in all cases 
as the agent of the depositor, and it 
and its controlling agents may accept 
cash or bank draft in payment of such 
items and shall not be answerable for 
items lost in transit or for any act or 
default of any bank who may receive 
such items for collection, either directly 
or indirectly, and shall only be held 
liable, when items have been paid by 
the drawee and proceeds in actual 
funds or solvent credits shall have 
come into its possession. Under these 
conditions items for which actual funds 
or solvent credits have not been re- 
ceived by this bank may be charged 
back to the depositor’s account.” 


With the above-described draft de- 
posited by the Bank of Kenton with 
the plaintiff corporation, other bank 
checks and drafts were deposited, and 
these were likewise included in the 
deposit slip last above set out. Upon 
receipt of the deposit slip by the plain- 
tif, together with the checks and 
drafts named therein, the amount of 
$1626.95, i. e., the amount represented 
by the draft in question, with other 
sums, was credited to the checking ac- 
count of the Bank of Kenton and en- 
tered in the passbook of that bank. 

At the close of business by the Bank 
of Kenton at 3 p. m. on November 30, 
1926, the defendant had to his credit 
and subject to his check, including the 


$1626.95 represented by the draft de- 
livered by him to the bank for deposit, 
a balance of $1749.98. On December 
Ist he made a further deposit in the 
bank of $296.05, but withdrew from 
his account by check the sum of 
$963.85. At the close of business on 
November 29, 1926, the Bank of 
Kenton had overdrawn its checking ac- 
count with the plaintiff to the extent 
of $4574.95, and, at the opening of 
business on November 30th, was in- 
debted to plaintiff in that amount. 
The total deposit made by the Bank 
of Kenton with the plaintiff on No- 
vember 30, 1926, including the item of 
$1626.95. was $140,451.18. This 
amount was passed to the credit of the 
Bank of Kenton in its account with 
plaintiff, and was subject to check or 
draft. Out of the deposit of $140,- 
451.18, plaintiff first charged the ac- 
count of the Bank of Kenton with the 
amount of the overdraft carried on 
November 29th. In addition, there 
were presented to and paid by plain- 
tiff, and charged to the account of the 
Bank of Kenton, checks and drafts 
drawn upon plaintiff by the Bank of 
Kenton amounting to $144,992.61, 
thus absorbing the entire deposit of 
$140,451.18 and leaving an overdraft 
of $9,116.40, so that, at the close of 
business at 3 p. m., November 30, 
1926, the Bank of Kenton was in- 
debted to plaintiff on its account in 
that amount. 

On or about December 3, 1926, and 
some time before the draft was pre- 
sented to William Gabel for payment, 
defendant countermanded the payment 
of the same and instructed the payee 
not to honor it. Thereafter the draft 
was presented to Gabel, who refused 
payment thereof 

The case was tried to the court 
without a jury. The trial resulted in 
a judgment for plaintiff in the sum of 
$1626.95 with interest. Defendant ap- 
peals. 

J. F. Boothe and Ben H. Conn, both 
of Portland, for appellant. 

Thomas G. Greene, of Portland, 
for respondent. 





Board of Directors 


FREDERICK H. RAWSON 
Chairman of the Board 


WILLIAM R. ABBOTT 
President, Illinois Bell Telephone Co. 


WALTER H. ALFORD 
Vice-President and Comptroller 
The Nash Motors Co., Kenosha, Wis. 


RICHARD J. COLLINS 
The Fulton Street Wholesale MarketCo. 
RICHMOND DEAN 

Vice-President, The Pullman Co. 


HOWARD ELTING 
Vice-President and Treasurer 
J. B. French Co. 


CHARLES K. FOSTER 
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Chicago, Burlington & Quincy R. R. Co. 
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CARL A. JOHNSON President 
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WALTER J. KOHLER 
President, Kohler Co., Kohler, Wis. 
BENJAMIN H. MARSHALL 
Architect 


ROBERT R. McCORMICK 
President and Editor 
The Chicago Tribune 
GEORGE PICK 
George Pick & Co., Investment Securities 
GEORGE A. RANNEY 
Vice-President and Treasurer 
International Harvester Co. 
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WARREN WRIGHT 
President, Calumet Baking Powder Co. 
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Vice-President, Union Trust Co. 
CHARLES R. HOLDEN 
Vice-President, Union Trust Co. 
HARRY A. WHEELER 
President, Union Trust Co. 


Co-operating with an official staff thoroughly experi- 
enced in financial matters, the Board of Directors of 
this Bank is composed of men who contribute a wide 
range of seasoned judgment to the problems upon 
which our customers seek counsel and assistance. 
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BROWN, J. (after stating the facts 
as above)—-A draft such as the one 
drawn by the defendant in this case is 
a negotiable instrument. It is made so 
by the negotiable instrument statute of 
Oregon. Or. L. § 7793. When the 
plaintiff is a holder in due course for 
value, of the commercial paper in ques- 
tion, then he is entitled to recover 
thereon, regardless of the defense of 
an alleged existence of the relationship 
of principal and agent between the 
original depositary and the depositor. 
Or. L. § 7849. These propositions of 
law cannot be controverted. 

The plaintiff does not question the 
well-established rule that, when a 
negotiable instrument is deposited with 
a bank for collection, the relation of 
principal and agent is thereby estab- 
lished between the bank and the de- 
positor, and not the relation of debtor 
and creditor. 2 Michie, Banks and 
Banking, § 156; National Revere Bank 
v. National Bank, 172 N. Y. 102, 64 
N. E. 799; Jefferson County Savings 
Bank v. Hendrix, 147 Ala. 670, 39 
So. 295, 1 L. R. A. (N. S&S.) 246. 
Moreover, the existence of the relation- 
ship of principal and agent between 
the original depositary and the drawer 
of the draft does not preclude the 
transfer by it to its correspondent of a 
title superior to the title it possessed. 
Blacher v. Nat. Bank, 151 Md. 514, 
135 A. 383, 49 A. L. R. 1366, and 
authorities there cited. However, the 
negotiable instrument forming the basis 
of this action bore no qualified or re- 
stricted indorsement tending to show 
that it was deposited for collection. It 
was complete and regular upon its 
face, and required the drawee to pay 
to the Bank of Kenton, payee, the 
sum of $1626.95. The defendant had 
put it into circulation in the form of a 
draft by uttering, publishing, and de- 
livering it to the Bank of Kenton, 
Payee therein, whereupon the bank 
credited to his checking account the 
full sum of $1626.95. Shortly there- 
after, he withdrew by his personal 
check about one-half of the amount 
named in the draft. The Bank of 


Kenton, not as agent for the defen- 
dant, but as the apparent owner and 
holder of the draft, forwarded it, with 
others, to the plaintiff bank, as trans- 
feree thereof. The transferee received 
it from the original depositary in good 
faith, for full value, before it was due, 
and without notice of any infirmities 
therein. The correspondent bank like- 
wise gave the depositary credit in the 
amount represented by the draft and 
paid the amount in full. Thereafter, 
and prior to its presentation by the 
plaintiff bank to the drawee, the de- 
fendant arrested payment of his nego- 
tiable paper by warning the drawee 
not to pay. 

Notwithstanding the fact that the 
plaintiff claimed the right to charge 
back in the event that the draft was 
not paid, it accepted the draft and 
credited the account of the Bank of 
Kenton for the amount of money 


represented thereby, and, when the 
Bank of Kenton checked out the fund 
arising from the entry of that credit, 


the status of the correspondent bank 
became that of a purchaser for value. 
Bank of Jordan Valley v. Duncan, 105 
Or. 105, 209 P. 149. In that case, 
Mr. Chief Justice Burnett, speaking for 
this court, said: 


“Where a maker publishes his note 
to the world, negotiable in form, it is 
not incumbent upon any one to whom 
it is offered, unless there be circum- 
stances of suspicion, to busy himself 
inquiring about infirmities.” 


The appellant cites and relies upon 
the case of Security Savings & Trust 
Co. v. King, 69 Or. 288, 138 P. 465. 
That case is not applicable. There the 
controversy was between the depositor 
and the original depositary, while, in 
the case at bar, the rights of a third 
person are involved. 

The effect of an agreement to charge 
the paper back to the depositor in the 
event of nonpayment, is treated in the 
illuminating and recent case of City of 
Douglas v. Federal Reserve Bank of 
Dallas, 271 U. S. 489, 492, 46 S. Ct. 
554, 5356 [70 L. Ed. 1051}, where the 
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and Largest 
Office Building 
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Providence 


More than five hundred 
men are hard at work 
erecting the steel and 
stone work for the new 
home of Industrial Trust 
‘Company. The building will be the newest and largest in 
Providence. 


The work will be completed and the bank will take over its 
new quarters on about October Ist, 1928. The upper floors of 
the building are now being rented. Tenants who apply early 
may have office space arranged to suit their particular purposes. 


For descriptive literature and floor plans, apply to G. L. & 
H. J. Gross, Ine., Rental Agents, Providence, R. I. 
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Supreme Court of the United States, 
speaking through Mr. Justice Stone, 
said: 


“When paper is indorsed without 
restriction by a depositor, and is at 
once passed to his credit by the bank 
to which he delivers it, he becomes the 
creditor of the bank; the bank becomes 
owner of the paper, and in making 
the collection is not the agent for the 
depositor [citing authorities}. Such 
was the relation here between the 
plaintiff and the Douglas Bank, unless 
it was altered by the words printed on 
the passbook to the effect that out-of- 
town items were credited ‘subject to 
final payment.’ The meaning of this 
language, as the cashier of the Douglas 
Bank testified, and as the court below 
held, was that, if the check was not 
paid on presentation, it was to be 
charged back to plaintiff's account. 
* * * Without these words the rela- 
tionship between the plaintiff and the 
bank was that of indorser and in- 
dorsee; and their use here did not vary 
the legal rights and liabilities incident 
to that relationship, unless it dispensed 
with notice of dishonor to the de- 
positor. * * * 

“While there is not entire uniformity 
of opinion, the weight of authority 
supports the view that, upon the de- 
posit of paper unrestrictedly indorsed, 
and credit of the amount to the de- 
positors account, the bank becomes 
the owner of the paper, notwithstand- 
ing a custom or agreement to charge 
the paper back to the depositor in the 
event of dishonor. Burton v. United 
States, 196 U. S. 283 [25 S. Ct. 243, 
49 L. Ed. 482}; Brusegaard v. Ueland, 
72 Minn. 283 [75 N. W. 228}; Nat. 
Bank of Commerce v. Bossemeyer, 101 
Neb. 96, 102 [162 N. W. 503, L. R. 
A. 1917E, 374}; Walker & Brock v. 
Ranlett Co., 89 Vt. 71 [93 A. 1054]; 
Aebi v. Bank of Evansville, 124 Wis. 
73 {102 N. W. 329, 68 L. R. A. 964, 
109 Am. St. Rep. 925}. See Scott v. 
McIntyre Co. [93 Kan. 508, 44 P. 
1002, L. R. A. 1915D, 139}; Vickers 
v. Machinery Warehouse & Sales Co., 


111 Wash. 576. But see Implement 
Co. v. Bank, 128 Tenn. 320 [160 S. 
W. 848]; Packing Co. v. Davis, 118 
N. C. 548 [24 S. E. 365].” 


For decision relating to the title to 
commercial paper deposited by the cus- 
tomer of a bank to his credit, see Old 
National Bank v. Gibson, 105 Wash. 
$78, 179 P. 117, 6 A. L. R. 247: 
United States National Bank v. Amal- 
gamated Sugar Co. (C. C.) 179 F. 
718; 2 Morse on Banks and Banking, 
$573, pp. 238, 239; 6 A. L. R. 252: 
11 A. L. R. 1043; 16 A. L. R. 1084; 
24 A. L. R. 901; 42 A. L. R. 492. 

We have considered all questions 
raised on the appeal and find no reason 
for a reversal. This case is affirmed. 


FAILURE OF BANK AFTER CHECK 
DEPOSITED BY COURT 
CLERK 


Andrew, Superintendent of Banking 
v. State Bank of New Hampton, 
Supreme Court of Iowa, 216 
N. W. Rep. 1 


HE clerk of a county district 
court deposited a check for $1000, 
which he received in payment of 
a fine, in a bank in his name as clerk. 
Upon the subsequent failure of the 
bank, it was held that, while the clerk 
was a trustee of the fund, the bank 
did not become a trustee and that the 
county was, therefore, not entitled to 
a preference in payment. 


Suit in equity against the Receiver 
of the State Bank of New Hampton to 
establish a preferred claim against the 
insolvent bank. The suit is prosecuted 
by the County of Chickasaw and by 
its county treasurer on the theory 
that the funds in question, though 
deposited in the name of another, were 
in fact funds of Chickasaw County. 
Upon hearing before the district court, 
the claim of preference was denied 
and the petitioners have appealed. 
Affirmed. 
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EVANS, C. J.—The State Bank of 
New Hampton closed its doors on 
December 27, 1924. On December 5, 
1924, Ward B. Hammond, as clerk of 
the district court of such county de- 
posited to the credit of his account, as 
clerk, in the said State Bank, a check 
for $1000 which he had received in 
payment of a fine, and for which an 
accounting would be due from him on 
January 1st, next following. The bank 
oficial receiving the deposit was in- 
formed of the source of the check and 
of the fact that the depositor held it 
only in his official capacity. The 
theory upon which the claim is pressed 
by the appellants is that Hammond 
held the check in trust only; that, the 
bank official knowing that fact when 
he received the same, the bank itself 
became a trustee to the same extent 
that the depositor was a trustee, and 
that this is so whether the deposit was 
rightful or wrongful on the part of 
the depositor; that if this be not so, 
the deposit was wrongful because no 
authority is conferred by law upon 
the clerk to deposit the trust funds in 
his hands. The argument in support 
of this theory is predicated largely 
upon some of our early decisions. 
There was a time in the early history 
of this state when the deposit in a 
bank of a trust fund by a trustee was 
deemed as a technical conversion and a 
breach of duty on the part of the 
trustee. Lowry v. Polk County, 51 
Iowa, 50, 49 N. W. 1049, 33 Am. 
Rep. 114; Independent Dist. of Boyer 
v. King, 80 Iowa, 497, 45 N. W. 908. 
But this position was later abandoned 
as wholly untenable. Hunt v. Hopley, 
120 Iowa, 695, 95 N. W. 205; Officer 
v. Officer, 120 Iowa, 389, 94 N. W. 
947, 98 Am. St. Rep. 365. In the 
cited cases we held that the depositing 
of funds by a trustee in a reputable 
bank was an act of prudence rather 
than of negligence. This holding was 
applied to a general deposit as dis- 
tinguished from a special one, pro- 
vided that the deposit was made in 
the name of the trustee, as such. We 
held also that such general deposit did 


not constitute the bank as a trustee, 
nor establish privity between the bank 
and the beneficiary, but that the trustee 
became a general depositor and sus- 
tained the same relation to the bank 
as any other such depositor. Such has 
been the recognized law in this state 
since the decisions in the above-cited 
cases. Hanson v. Roush, 139 Iowa, 
58, 116 N. W. 1061; Brown v. Shel- 
don Bank, 139 Iowa, 83, 117 N. W. 
289; Hansen v. School District, 155 
Iowa, 264, 135 N. W. 1090; School 
Township v. Stevens, 158 Iowa, 119, 
138 N. W. 927; Incorp. Town of 
Conway v. Conway, 190 Iowa, 563, 
180 N. W. 677. In re Estate of Work- 
man, 196 Iowa, 1108, 196 N. W. 35; 
Leach v. Beazley, 201 Iowa, 345, 207 
N. W. 374. It must be held therefore 
that the bank did not receive the check 
as trustee for Chickasaw County. This, 
of itself, would sustain the ruling of 
the lower court. 

There is a further reason why the 
appellants may not prevail. They con- 
tend that the cash in the bank had 
never been reduced to a point below 
the amount of the deposit, and that 
the amount of such cash in the bank 
on the day of its closing was slightly 
in excess of $4000. The contention 
is that they have therefore traced their 
check into the cash resources of the 
bank on the day of its closing. But it 
is to be noted from the record that the 
deposit of the check did not increase 
the cash resources of the bank on the 
day of the deposit. The check was 
passed by the bank into the clearing of 
the day. The result of the day’s clear- 
ing left a balance in favor of the State 
Bank for $1546, for which it received, 
not cash, but a draft. This draft was 
sent by the State Bank to the Mer- 
chant’s National Bank of Cedar Rapids, 
its correspondent bank, for which it 
received a credit to its account at that 
bank. This credit was later wholly 
absorbed by the indebtedness of the 
State Bank to the Cedar Rapids bank. 
The receiver never received any rem- 
nant from said Cedar Rapids bank. 


The appellants lay some stress at 
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this point upon an alleged discrepancy 
in the evidence in that on December 
27, 1924, the books of the Cedar 
Rapids bank for that day showed in 
its current account a credit balance in 
favor of the State Bank for more than 
$2000. This is not necessarily incon- 
sistent with the testimony of the ex- 
aminer, that on that day the State 
Bank had in fact an overdraft of more 
than $1500 at the Cedar Rapids bank. 
The state of the books at any particu- 
lar hour necessarily falls short of 
showing the exact relation of the 
parties. Bookkeeping follows the event 
and is necessarily a few hours behind. 


Events of today may go upon the 
books of tomorrow. Items in transi- 
tion will carry varying dates upon the 
respective books. 

The fact disclosed by this record is 
that the State Bank had an overdraft, 
and not a balance, at the Cedar 
Rapids bank. The result is that the 
$1000 check has been clearly traced 
into the field of dissipation. 

Other points argued need not be 
considered. The reasons here indi- 
cated are conclusive on the result. 

The judgment below is accordingly 
afirmed. 

Affirmed. 


THE WORLD’S 100 LARGEST BANKS 


herewith its compilation of the 
hundred largest banks in the world. 
The relative position is given from the 
standpoint of deposits, but capital and 


Tis BANKERS MAGAZINE presents 


surplus are included in the compilation. 
All figures are in terms of American 
dollars. In this list, some of the foreign 
banks appear at a slight disadvantage. 
The statements of a number of them 
are of a somewhat earlier date than those 
of the American banks. All the figures 
given for American banks are from their 
December 31, 1927, statements. Due to 
the difficulty of getting such recent 
figures for all the foreign banks, the 
latest statements available have been 
used for them. 

The present tabulation brings out a 
number of interesting facts. In the first 
place, it shows that all of the English 
“Big Five” banks are larger than any 
other banks in the world. But it 
also shows how the United States has 
emerged as a nation of big banks. For 
almost half of the hundred greatest 
banks are American banks. New York 


Banks 
Midland Bank Ltd., London 
Lloyds Bank Ltd., London 
Barclays Bank Ltd., London 
Westminster Bank Ltd., London 
National Provincial Bank Ltd., 
National City Bank, New York 
Chase National Bank, New York 
Guaranty Trust Company, New York 


London 


has more than any other single city, 
with twenty names on the list. London 
is a close second, with seventeen names. 


Among the nations, it was natural to 
find the United States first, with Eng- 
land second. But it was a surprise 
to find Scotland third. One would 
naturally have expected to find the 
great German or French banks in third 
place. This probably is the result of 
the post-war inflation. 


Below is a detailed tabulation of the 
geographical distribution of the banks. 


United States 

EE asdaduasemhsse re aukawiees tnd ore 21 
Scotland 6 
Germany , 
Japan 

Canada 

Australasia 

France 

Italy 

China 

Argentina 

Sweden 

Holland 


Ireland 


Deposits 
,871,875,730 
,769,672,030 
, 542,693,360 
,429,030,340 
, 296,249,035 
275,041,964 

792,339,491 

720,029,171 


Surplus & Profits 

$72,017,665 
50,000,000 
51,250,000 
52,534,085 - 
51,778,595 
71,176,246 
55,674,848 
37,036,720 


Capital 
$63,278,990 
79,051,260 
79,291,085 
46,600,785 
47,397,080 
75,000,000 
50,000,000 
30,000,000 
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Banks Capital Surplus & Profits Deposits 


Bank of Montreal, Montreal 29,916,700 31,071,499 700,227,281 
Bank of Italy N. T. & S. A., San Francisco 37,500,000 13,918,288 645,002 138 
American Exchange-Irving Trust Co., New York.. 32,000,000 30,749,944 22,17 
Royal Bank of Canada, Montreal 28,844,510 30,254,184 
Bankers Trust Company, New York 20,000,000 41,488,020 
Continental National Bank & Trust Cc., Chicago .. 35,060,000 33,973,776 
National Bank of Commerce, New York 25,000,000 44,438,544 
Equitable Trust Company, New York 30,000,000 24,721,706 
Banca Commerciale Italiana, Milan 38,500,000 34,969,340 404,358, "988 
Canadian Bank of Commerce, Toronto 20,000,000 22,085,639 403,318,105 
Illinois Merchants Trust Co., Chicago 15,000,000 39,278,349 383,334,510 
Deutsche Bank, Berlin 36,000,000 23,224,798 362,162,424 
First National Bank, Boston . 20,000,000 24,094,528 360,177,830 The 
First National Bank, New York 10,000,000 82,799,067 349,537,841 MaGazin 
Dresdner Bank, Dresden 24,000,000 9,776,666 324,649,961 MAGAZI3 
Darmstadter und Nationalbank, Berlin 14,600,000 14,629,909 318,374,509 Reserve 
Central Union Trust Co., New York 12,500,000 37,645,964 311,403,007 
Bank of New South Wales, Sydney 37,117,200 30,958,935 307,773,175 
Bank of Liverpool & Martins Lid., London 11,744,450 10,000,000 294,407,650 
Union Trust Company, Cleveland 22,850,000 15,009,674 293,589,077 
Yasuda Bank Limited, Tokyo 43,592,500 31,704,645 pote thy 
Hongkong & Shanghai Bank Corp., Shanghai 10,000,000 43,672,937 285,85 
Los Angeles-First Nat. Tr. & Savs. Bk., Los Angeles 12,250,000 15,974,665 285,624.96 
Yokohama Specie Bank, Yokohama 47,000,000 50,609,151 284,640, 
First National Bank, Chicago 15,000,000 20,041,222 274,095,9 tary go 
District Bank Ltd., Manchester 9,480,000 11,290,830 268,606,83 oe 
Union Discount Co. Ltd., 5,625,000 9,251,530 259,611,875 presenct 
Credito Italiano, Milan 19,496,389 11,695, 330 257,121,265 in exce 
American Trust Co., San Francisco 10,000,000 ‘ 256,504, a ae 
Commercial Banking Co., Sydney 23,552,060 2 35, 256,196, created 
New York Trust Co., New York 10,000,000 23, 153,570 256,100,093 
Societe Generale, Paris 10,000,000 4,168,545 3, z many ‘ 
Chartered Bk. of India, Australia & China, London 15,000,000 24,440,600 50,335,525 financie 
Chatham Phenix Nat. Bk. & Tr. Co., New York .. 13,500,000 14,356,076 250,33 
Security Tr. & Savings Bank, Los Angeles 12,000,000 5,962,045 248, 873,445 too mu 
Peoples Wayne County Bank, Detroit .... 11,000,000 26,883,322 246,930,729 
Sumitomo Bank Ltd., Tokyo ; 23,500,000 13,059,581 246,186,517 problem 
Manufacturers Trust Co., New York 15,250,000 28,836,655 244,049,808 The 
Dai Ichi Ginko, Ltd., Tokyo 27,025,000 29,868,125 240,097,665 c 
3 11,145,825 14,466,675 238,146,610 the wo 
Comptoir National d’Escompte, Paris 10,000,000 4,805,807 235,726,295 : 
Corn Exchange Bank, New York 11,000,000 16,527,809 231,722,839 000,006 
Cleveland Trust Co., Cleveland 10,000,000 6,869,634 217,660,835 000.000 
Co-operative Wholesale Society Ltd., Manchester.. 33,286,930 12,436,640 216,109,690 ’ 
Bank of the Manhattan Co., New York 12,500,000 18,928,190 215,820,096 end of | 
Mitsubishi Bank Ltd., Tokyo 28,200,000 29,961,907 214,247,086 
Marine Trust Co., Buffalo 10,000,000 17,013,959 212,093,538 States 
Royal Bank of Scotland, Edinburgh 12,500,000 12,856,245 202,288,555 c 
Bank of London and South America Ltd., London 17,700,000 21,598,120 201,937,165 $4,409, 
Phila.-Girard National Bank, Philadelphia 8,000,000 21,238,697 while t 
Anglo-South American Bank Ltd., London 21,836,650 19,272,520 
Bank of Nova Scotia, Halifax 10,000,000 20,561,363 "38 2 from $. 
Old Colony Trust Co., Boston ° 15,000,000 16,266,109 , 
Commerz-und Privatbank, Hamburg 14,400,000 10,091,926 189, 400, 471 or only 
National Shawmut Bank, Boston 15,000,000 11,256,928 189,317,108 Th 
National Park Bank, New York 10,000,000 24,719,400 185,879,480 e | 
National Bank Limited, London . cove 7,852,936 182,889,980 mate fi; 
Bank of China, Pekin i 4,014,758 173,001,105 
Nat. Bank of Australasia Ltd., Melbourne 20, 5 14,223,015 171,263,590 
Direction der Disconto-Gesellschaft, Berlin 2 ° 14,963,320 169,380,780 
Credit Lyonnais, Lyons 10,200,000 7,494,807 168,538,825 
Chemical National Bank, New York 5,000,000 19,075,794 167,284,981 
Bank of America, New York . 6,500,000 5,338,171 167,009,212 
Nederlandsche Handel- Maatschappii, Amsterdam... 32,800,000 23,764,837 166,581,930 1999 
Commercial Bank of Scotland Ltd., Edinburgh.... 6,250,000 9,634,215 165,900,140 sed 
Mellon National Bank, Pittsburgh 7,500,000 10,031,899 165,827,185 1895 
Seaboard National Bank, New York ...... 8,000,000 12,212,617 165,680,679 1900 
English, Scottish & Australian Bank Ltd., “London 13,125,000 15,500,000 165,442,645 1905 
Williams Deacons’ Bank Ltd., Manchester 9,375,000 6,880,155 163,312,830 IVoO 
Union Bank of Australia Ltd., London 17,500,000 23,052,195 162,727,390 1910 
National Bank of India Ltd., London -.+. 10,000,000 17,127,005 159,868,520 1915 
Bank of Scotland, Edinburgh 7,500,000 9,409,830 159,682,600 G 
Glyn, Mills and Co, London 5,300,000 2, Yr 159,245,750 1920 
Hanover National Bank, New 5,000,000 ,473,892 164,311 1925 
Banco de la Provincia de Buenos Aires, Buenos Aires 26,875,000 ,886, ,517,392 
Farmers’ Loan & Trust Co., New York 10,000,000 21,398,12 ,365,328 
Skandinaviska Kreditaktiebolaget, Gothenburg .... 23,540,160 28,676,685 ,995,537 This 
Clydesdale Bank Ltd., Glasgow 6,250,000 8,508,995 436,985 . re 
Bank of New Zealand, Wellington 32,645,925 20,199,015 8,320,12 ing pou 
Svenska Handelsbanken, Stockholm 24,300,000 18,900,000 7,52 
Industrial Trust Co., Providence 4,000,000 9,703,229 ,392,2 more g 
Bank of Australasia, London 20,000,000 19,727,540 910,26 to 19? 
Bank of Ireland, Dublin . 13,846,150 16,814,000 ad 
First National Bank, Detroit 7,590,000 11,936,203 598 1915 
Banque National de Credit, i 10,000,000 5,994,191 ; 
First National Bank, St. 10,000,000 7,264,573 8 
Yerkshire Penny Bank Ltd., 3,750,000 3,750,000 ,670, *Gold 
Fidelity Union Trust Co., Newark 6,000,000 7,867,017 13 in ci | 
Banco Espanol del Rio de la Plata, Buenos Aires 12,373,445 7,381,260 136,086,085 n circu 
Guardian Trust Co., Cleveland 4,000,000 6,512,580 135,305,911 estimat 
British Linen Bank, Edinburgh 6,250,000 9,116,855 135,009,485 Mi 
Union Bank of Scotland, Glasgow 5,000,000 8,449,995 128,099,105 Mint. 
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OUR GOLD SUPPLY 
By D. C. EL.iott 


The following article was awarded third prize by the judges of Tue Banxers 


MacazinE Prize Contest for 1927. 
Reserve Bank of Cleveland, Ohio. 


NE of the most important results 
of the war has been the huge 
increase in the stock of mone- 
tary gold in the United States. The 
presence of this tremendous supply, far 
in excess of our pre-war holdings, has 
created a problem which has agitated 
many of our leading economists and 
financiers. The question is, have we 
too much gold and, if so, what are the 
problems arising from this condition? 
The total stock of monetary gold in 
the world has grown from nearly $4,- 
000,000,000 in 1892 to about $9,500,- 
000,000 at present. From 1892 to the 
end of 1925, the gold stock of the United 
States increased from $664,000,000 to 
$4,409,000,000, or about 664 per cent., 
while that of the rest of the world rose 
from $3,238,000,000 to $5,195,000,000, 
or only 60 per cent. 
The following table gives the approxi- 
mate figures for five-year periods.* 
Total 
Gold in World % held 
U.S. All other Supply in U.S. 
(In millions of dollars) 
1992 664 3,328 3,902 17.0 
1895 636 3,512 4,144 15.3 
1900 1,034 3,873 4,907 21.0 
1905 1,358 5,126 6,484 20.9 
1910 1,635 5,324 6,959 23.5 
1915 9,312 5,946 8,258 28.0 
19220 9,942 5,400 8,342 35.3 
1925 4,409 5,195 9,604 45.9 


This table brings out several illuminat 


ing points. In the first place, we gained 
more gold in the ten years from 1915 
to 1925 than in the 23 years prior to 
1915. Second, the rest of the world lost 
‘Gold in banks and public treasuries and 
in circulation. Figures for world stocks are 
= compiled by the Director of the 
in 
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about $700,000,000 from 1915 to 1925. 
Third, our percentage of the total world 
stocks rose gradually from 17 in 1892 
to 28 in 1915, but jumped to 45.9 in 
the next ten years. Although no figures 
on the present world supply are avail- 
able, it is estimated that our percentage 
has increased still further since Decem- 
ber 31, 1925, being probably almost 50 
per cent. at the present time. It is clear 
from this that we have more than our 


‘ share of the world’s gold. 


Before 1915, our proportion of the 
world’s supply underwent a gradual in- 
crease, which may be accounted for by 
the fact that our population and com- 
mercial importance were growing more 
rapidly than in the world at large. But 
beginning with the war period, gold be- 
gan to flow into this country in pre- 
viously unheard-of amounts. The Euro- 
pean combatants bought from us enor- 
mous quantities of munitions and sup- 
plies of all sorts and, as the balance of 
trade was thus heavily against them, they 
paid for the difference with gold. We 
therefore received a tremendous volume 
of the metal which would not have come 
if there had been no war. More recently, 
an added source of supply has been 
gold sent for deposit by some of the 
central banks of Europe, which formerly 
was held in the vaults of these banks. 


HOW MUCH GOLD EXISTS IN U. S.? 


We come now to the question of how 
much excess gold exists in the United 
States. This is difficult to determine, as 
it is impossible to tell what would have 
happened but for the war; however, we 
can arrive at some estimate by studying 
the rate of growth of our gold stock 

381 
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between 1892 and 1914. In this period 
of twenty-two years our gold increased, 
at a fairly even rate, by about $55,- 
000,000 a year and, assuming that this 
rate would have continued under nor- 
mal conditions, our gold holdings would 
now be roughly $2,500,000,000 instead 
of $4,550,000,000, our actual holdings 
on June 1, 1927. 

But allowing for our extraordinary 
commercial growth during the last twelve 
years, for our present position as a 
creditor nation, and for other factors, 
we may add another $500,000,000, and 
say that our normal gold stock at pres- 
ent would be somewhere around $3,000,- 
000,000, or only two-thirds of what we 
actually hold. In other words, we have 
about $1,500,000,000 in gold over and 
above what we need for the successful 
conduct of our business, as shown by 
past experience after making allowance 
for various factors, such as our increased 
rate of commercial growth since 1914. 
In terms of the world supply, we now 
have almost 50 per cent. whereas our 
normal share would be somewhere 
around 33 per cent. 

What has been the effect of all this 
gold importation? Among other things, 
we may say that it has been at the bot- 
tom of the tremendous credit expansion 
which has taken place in this country 
in the last five years; has been largely 
responsible for the continued ease in 
money rates during this period; has pro- 
moted the growth of speculative loans 
and speculative operations of all kinds, 
and has aided the long bull market 
which has lasted, with brief interrup- 
tions, since the fall of 1921. 

First, with regard to credit expan- 
sion. The table on this page shows the 
loans, discounts and investments of all 
banks in the United States as compared 
with our total gold stock from 1916 
to 1927, both series as of June 30. 

The table demonstrates clearly that in 
spite of the large increase in our gold 
stock since 1915, the ratio between gold 
and bank credit, against which gold 
serves as a reserve, has not changed 
greatly since that time, inasmuch as an 
equally marked increase has taken place 
in bank credit. Indeed, this ratio has 


actually shown a declining tendency be- 
ginning with 1924, as the expansion of 
credit since that year has been at a 
faster rate than that of gold. All this 
seems to indicate that we are using up 
the slack afforded us by our excess gold 
supply, until our gold reserves against 
credit are no more than before the war. 


Ratio of 
gold to 
loans 
(In per 
cent.) 


Total 
gold in 
U. 8. 


Loans, discounts 
and investments 
(All banks in U. 8.) 
(In millions of dollars) 
24,607 2,331 
28,594 3,089 
32,755 3,044 
37,530 3,092 
42,643 2,664 
40,313 3,175 
40,407 3,774 
44,088 4,023 
45,655 4,460 
49,283 4,396 
52,048 4,494. 
54,900* 4,549** 


June 30 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
*Estimated by using the same rate of in- 
crease as took place in member banks re- 
porting to the Federal Reserve Board dur- 
ing the year. 

**June 1. 


9.47 
10.80 
9.29 
8.24 
6.25 
7.88 
9.33 
9.12 
9.76 
8.91 
8.63 
8,29 


Allowance must be made, of course, for 
the fact that the reserve requirements 
of members of the Federal Reserve Sys- 
tem are not as high as before 1914, and 
that our gold is now largely concentrated 
in the system, where it is much more 
useful than under the old banking act. 
This concentration of gold has without 
doubt made the great increase in credit 
possible with an entire absence of strain. 
But, even so, the ratio of gold to credit 
is now less than at the end of 1917, after 
the new reserve requirements had gone 
into effect but before the greater part 
of the gold influx had commenced. 


EASY MONEY RATES TRACED TO GOLD 
SUPPLY 


Easy money rates may also be traced 
to our large gold supply. As long as 
gold was piling up in the reserve ac- 
counts of our banks, the latter were 
naturally anxious to utilize it in expand- 
ing their loans, and at one time—in 
1924—the supply of credit was so great 
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that commercial paper rates dropped to 
3 per cent. in the New York market. 
Here again it is noteworthy that the gen- 
eral trend of interest rates has been up- 
ward since 1924, indicating a gradual 
tightening of the credit situation. Easy 
money in turn has greatly stimulated 
loans on securities, including speculative 
loans, and thus helped the bull market in 
securities. 

It is evident, then, that any marked 
change in our gold status will have a 
direct bearing upon our credit situation, 
since the great increase in gold has been 
accompanied by a corresponding growth 
of credit. It remains to discuss the pos- 
sible consequences of the gold situation 
and to point out some of the more im- 
portant factors entering into the mat- 
ter. 

In the first place, we should consider 
the amount of foreign gold on deposit 
in this country, estimated by the Federal 
Reserve Bulletin for June, 1927, to be 
somewhere in the neighborhood of $1,- 
000,000,000. This sum has arisen from 
the practice adopted in the last few 
years by various foreign central banks, 
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mostly European, of keeping part of 
their funds on deposit in this country to 
afford dollar exchange. This gold does 
not really belong to us, being subject 
to withdrawal at any time, and a part 
of our great credit expansion therefore 
rests on an insecure basis. As long as 
this gold remains in the United States, 
it causes no disturbances; but if any con- 
siderable amount were recalled, partic 
ularly during a short period of time, it 
might have a serious temporary effect on 
our credit situation through the reduc’ 
tion in the gold reserves of the Federal 
Reserve System, which would soon feel 
the demand for gold. It is true that 
there has been no disposition as yet on 
the part of central banks to draw upon 
this gold to any extent, but at the same 
time this possibility cannot be over 
looked. 

Another unfavorable feature entering 
here is the fact that part of the $1,000, 
000,000 is credited to central banks 
which are authorized to count it as re’ 
serve, while at the same time it is serv 
ing as bank reserve in this country, even 
though it does not belong to us. In other 





— 


words, 
by twc 
same ti 
with s¢ 
Federa 
is evid 
recent 
system 
carried 
tem as 
ing cot 
able pa 
countr: 
ner, as 
not di 
banks, 
their r 
Reserv 


The 
our ba 
War t 
contin 
more ¢ 
were a 
large i 
ers of 
illustra 
but als 
having 
The on 
adversi 
flow c 
foreigr 
This c 
a grea 
United 
the wz 
Situatic 
of trac 
a credi 
an ex 
source: 
the inf 
the otk 
still m 
our ve 

Inas 
cannot 
balance: 
terest 
long r 
make 1 








art ot 
try to 
1 does 
subject 
a part 
refore 
mg as 
States, 
y con- 
yartic’ 
me, it 
ect on 
reduc’ 
ederal 
n feel 
> that 
ret on 
upon 
- same 
over’ 


tering 
,000,- 
banks 
as re’ 

serv’ 
even 
other 





THE BANKERS 


MAGAZINE 





words, this part is being used as reserve 
by two different banking systems at the 
same time, which is hardly in accordance 
with sound banking principles. That the 
Federal Reserve authorities realize this 
is evidenced by their treatment of the 
recent purchase abroad by the reserve 
system of $60,000,000, this gold being 
carried on the balance sheet of the sys: 
tem as “Gold held abroad” and not be- 
ing counted as reserve. But a consider- 
able part of the gold coming from foreign 
countries cannot be handled in this man- 
ner, as it finds its way into the system 
not directly, but through the member 
banks, which deposit it to the credit of 
their reserve accounts with the Federal 
Reserve banks. 


THE BALANCE OF TRADE 


The second factor of importance is 
our balance of trade. Since the Civil 
War this has been in our favor almost 
continuously, but before 1914 it was 
more or less offset by the fact that we 
were a debtor nation and had to make 
large interest payments to foreign hold- 
ers of our securities. The opposite was 
illustrated by England, a creditor nation 
but also an importing country, ordinarily 
having an unfavorable trade balance. 
The outflow of her funds caused by her 
adverse trade balance was met by the in- 
flow consisting of interest payments on 
foreign securities held by her nationals. 
This condition still exists in England to 
a great extent, but the position of the 
United States was entirely changed by 
the war. We are now in the peculiar 
situation of having a favorable balance 
of trade and at the same time of being 
a creditor nation. This tends to result in 
an excess inflow of funds from both 
sources, rather than in a balancing of 
the inflow from one by the outflow from 
the other. This naturally tends to bring 
still more gold to our shores, in spite of 
our very large existing holdings. 

Inasmuch as the rest of the world 
cannot now offset its adverse trade 
balance with us by the receipts of in- 
terest payments from us, it will in the 
long run either have to pay us gold to 
make up the difference or else alter the 
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existing state of affairs. The latter might 
be accomplished either by paying off its 
debts to us and thereby reducing the 
strain caused by interest payments, or 
by exporting more goods to us than it 
imports from us, thus creating an un- 
favorable balance of trade against this 
country. 

The matter of debt payments is dis- 
cussed later; it may be said at this point, 
however, that in order to obtain funds 
to pay off its enormous debts to us, the 
world will sooner or later have to sell 
us more goods than it buys from us. 
Needless to say, the European nations 
are acutely aware of that fact and there 
is every reason to believe that when 
they finally get settled down on an efh- 
cient basis, or even before, they will 
make strenuous efforts to undersell our 
products and at the same time will en- 
deavor to restrict their purchases from 
us, substituting their own products in- 
sofar as possible, and thus turn the 
balance of trade against this country. 
If this were to happen, it might have 
a serious reaction upon the United 
States, in that it would offer keen com- 
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petition to our industries, many of which 
are now suffering from over-productive 
capacity and narrowing profit-margins. 

All this, of course, is entirely prob 
lematical, as other factors such as high 
tariffs enter into the matter and make 
it impossible to determine to what ex 
tent Europe could successfully under- 
sell us; but it is logical to suppose that 
the attempt will be made, if indeed it 
has not already begun. 


THE DEBT SITUATION 


The third factor which demands con’ 
sideration is the debt situation. This is 
closely allied to the balance of trade 
element, as pointed out in ‘the preced: 
ing paragraph. The total amount owed 
to the United States by the rest of 
the world, both public and private, was 
estimated last year at about $22,000, 
000,000, partly in obligations, both 
funded and unfunded, of foreign gow 
ernments—mostly war debts—and partly 
in private investments in foreign secutl 
ties, etc. It would take twice the entire 
gold holdings of the world today to pay 
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off the principal of these debts, and 
interest payments alone would use up 
the world’s stock of gold (including our 
own) in something like fifteen years. 
The problem is, how are foreign na- 
tions going to pay the interest on this 
vast sum, to say nothing of the princi- 
pal? If gold were more equally dis- 
tributed, if we were a debtor nation, if 
the balance of trade ran consistently 
against us, the problem might be solved; 
but as none of these things are true, it 
becomes still more of a. puzzle. The 
practical effect of these debts on our 
gold holdings in the long run is to 
increase the latter as payments are 
made, thus adding still another incom- 
ing stream to our gold supply. It is 
true that a very considerable volume of 
gold flows out of this country from time 
to time in the form of gold loans to 
foreign countries, but this merely adds 
to the sum which will eventually have 
to be repaid, either through gold pay- 
ments or with goods resulting from an 
unfavorable trade balance against us. 


SUMMARY 


To summarize, the whole proposition 
is something like this: As a result of 
the war, we have received a tremen- 
dous influx of gold and have become a 
creditor nation, the rest of the world 
owing us a very large sum. In order 
to pay us, the rest of the world must, 
in the final analysis, sell us more goods 
than it purchases from us. But this 
will naturally be vigorously opposed 
by our own producers who will not 
sit calmly by and see their markets 
taken away from them. If, neverthe- 
less, foreign countries succeed in turn 
ing the balance of trade against us, 
certain of our industries will suffer, and 
will be forced to readjust themselves. 
If on the other hand we are able to 
retain our favorable trade balance, some 
countries at least will be unable to 
pay their debts to us, in this case there 
would probably be a long series of re- 
funding operations, culminating in a 
default of part of the grand total of 
the debt. Such a default would mean 
heavy losses to our investor class. 
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Meanwhile, we have nearly half of 
the world’s gold, more than our share. 
If our balance of trade remains favor- 
able, sooner or later more gold will tend 
to come to this country to make up the 
difference, but eventually this will force 
a reduction of gold arriving in the form 
of debt payments. On the other hand, 
if our balance\of trade became unfavor- 
able, gold might temporarily flow out 
of this country and cause embarrass- 
ment to our credit structure, but it 
would subsequently return as payment 
on foreign debts owed to us. At pres- 
ent, gold is attracted to this country 
both through our favorable trade balance 
and through foreign debt payment, and 
finds its way abroad again through gold 
loans which only serve to increase the 
world’s debt to us. It is difficult to see 
how we can go on indefinitely selling 
more goods abroad than we buy, and 
at the same time expect the rest of the 
world to liquidate its indebtedness to 
us. And finally, the state of affairs is 
complicated by the $1,000,000,000 of 


foreign gold held in this country and 
subject to immediate withdrawal, part 
of which is now serving as bank reserve 
both here and abroad. Our great gold 
expansion has been accompanied by an 
equally rapid growth of credit and while 


it is doubtless true that our business 
could be conducted with, say, $1,000, 
000,000 less gold than we now have, 
our bank credit, augmented by specu- 
lative loans, has reached the point where 
any considerable withdrawal of gold 
might very easily have a temporarily 
bad effect on our credit structure. 

Lack of space prevents the discussion 
of other less important elements, but it 
can readily be seen that our gold hold- 
ings and the problems arising from them 
constitute a matter of great importance 
to the banking system of the United 
States, and to foreign nations as well, 
and require careful thought on the part 
of the world’s leading bankers and eco- 
nomists. It is apparent that the solution 
of such an exceedingly complex and 
intricate problem cannot be discerned 
as yet, but will have to be worked out 
gradually through international confer: 
ences on debts and other subjects related 
to the matter. Meanwhile, in handling 
our gold supply a great deal of wisdom 
is required of our Federal Reserve aw 
thorities, as custodians of the greater 
part of this country’s gold, and there 
is every reason to believe that they 
appreciate the situation and are direct: 
ing their policies accordingly. 
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of the Midland Bank in 1919. 
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address before the annual meeting of the bank’s stockholders. 


since the pound sterling was 

re-established on the _ gold 
basis, and most of the important cur- 
rencies are now stabilized in relation 
to gold. This general revision to gold 
gives the appearance of a return to 
pre-war conditions in matters of credit 
and currency, but if we look further 
into the question we shall find that 
there has been a remarkable change. 
The development of central bank 
policy in the United States has shown 
that, while gold may be retained as a 
medium for making international pay- 
ments, it can be deprived of its func- 
tion as the ultimate standard of value. 
How this came about, the stages 
through which American policy has 
passed, and the meaning of the conclu- 
sion deserve our close attention. 

Let me begin by reminding my 
readers of the conditions before the 
war. At that time the central banks 
adopted a purely passive attitude with 
regard to the control of credit, allow- 
ing the movement of gold into or out 
of a country to regulate the internal 
supply of money. If gold flowed in 
freely, credit and currency expanded; 
if more credit was created than was 
required to support the current growth 
of business, prices rose. If gold flowed 
out, credit and currency contracted: 
the growth of business was checked 
and prices showed a tendency to fall. 
It followed from this that the current 
course of world prices was determined 
by the supply of monetary gold. This 
does not mean that other causes, such 
as improved methods of production and 
communication, do not affect the price 
level, but these only come into play 


Na three years have elapsed 


over more extended periods of time. 

This passivity of the central banks 
probably arose from the peculiar struc- 
ture of the British central banking sys- 
tem. London was then the unchal- 


lenged financial center and free gold 





The Right Hon. Recinatp McKenna 


Chairman of the Midland Bank 
Limited, London. 


market of the world. In addition, 
Britain, as the world’s principal credi- 
tor, was the main source of supply of 
new capital, and international trade 
was for the greater part financed by 
sterling bills. These various factors 
taken together constituted London the 
point through which a surplus or 
scarcity of gold made its influence felt, 
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and the British price level was the 
medium through which gold operated 
on the price levels of all other coun- 
tries. Under the British central bank- 
ing system only a small part of the 
country’s total gold holding was avail- 
able to meet a demand. So small in- 
deed was the primary reserve in rela- 
tion to the demands which might pos- 
sibly be made upon it, that the prin- 
cipal aim of our central bank policy 
was to protect it from withdrawals of 
gold, even when these were really of 
quite moderate dimensions in relation 
to the total stock in the country. The 
movement of gold became a matter of 
the utmost importance, and the means 
of counteracting its influence on the 
supply of money and the course of 
prices hardly existed. In these circum- 
stances there was little scope for the 
formulation or exercise of conscious 
policy, and the principles of central 
bank credit control remained unde- 
veloped, if not unknown. 


The first authoritative suggestion 
that gold movements need not have 
predominant importance in the control 
of credit and currency appeared in the 
recommendations of the international 
economic conference held at Genoa in 
1922. The financial commission ap- 
pointed at that conference, perhaps the 
most important of its kind that has 
been held, was deeply impressed by 
the danger of a gold shortage. As 
advised by most of the leading authori- 
ties, the commission took the view that 
a scarcity was to be looked for in the 
absence of any unforseen developments 
in production. It was alarmed at the 
prospect of the supply of gold to the 
principal trading countries of the world 
becoming inadequate to provide for 
such an expansion of credit and cur 
rency as would be needed to meet the 
requirements of growing trade. Ac 
cordingly the commission’s recommenda: 
tions were aimed at economizing the 
use of gold, and one of their main sug 
gestions was that instead of reverting 
to the pre-war system, under which 
each country held its own gold stock, 
gold exchange standards should be 
adopted by most countries, leaving only 
a few co hold the ultimate metallic 
reserves for the entire world. 

The purpose of the conference in 
propounding measures to economize 
gold was undeniably sound, and it is 
a matter of regret that the suggestions 
for the adoption of gold exchange 
standards have been widely departed 
from. The proposal, it is true, was at 
first incorporated in a modified form in 
schemes of re-organization in many 
parts of the world, particularly in cen- 
tral Europe and South America, but 
unfortunately the system has come to 
be regarded as merely a step on the 
road to a full gold standard. Already 
many countries actually on a gold ex 
change standard are unprofitably using 
their foreign assets in the purchase of 
gold reserves. 

The eager desire to accumulate 
metallic reserves is no doubt prompted 
by the recollection of pre-war practice 
and ignores our more recent experience 
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that, even in a gold standard country, 
goid need no longer be the controlling 
factor in the supply of money. This 
brings me to the example of the United 
States, and I shall endeavor to outline 
the stages along which that country 
has moved in its progress from pre- 
war to post-war conceptions of mone- 
tary policy. If, however, the succes- 
sive proceedings of the American cen- 
tral reserve banks are to be fully 
understood, we must continually bear 
in mind a general proposition which 
lies at the root of monetary theory and 
to which I have referred on several 
previous occasions. 


CENTRAL BANK CREDIT CONTROL 


Stated in the briefest terms the pro- 
position is that every central bank pur- 
chase and every loan by a central bank 
increases the cash resources of the 
other banks and provides the basis for 
an expansion in the volume of credit, 
or, in other words, of money; while 
every sale by a central bank or repay- 
ment of a central bank loan reduces 
bank cash and restricts the supply of 
money. This proposition holds true 
whatever the central bank may pur- 
chase or sell, whether it buys or dis- 
poses of gold, bills, securities or any 
other asset. From this it follows that 
central banks . possess the power to 
regulate the supply of money irrespec- 
tive of gold movements. According to 


their view of trade requirements they 
may, if they choose, wholly or partially 
offset a purchase of gold by a sale of 
other assets or a sale of gold by a pur- 
chase of assets. Obviously this power 
has always been inherent in a central 
bank system, and, apart from its ordi- 
nary day-to-day business, the Bank of 
England used from time to time in pre- 
war days to make purchases and sales 
of assets other than gold. But such 
transactions were only undertaken as 
an auxiliary to bank rate policy, which 
was itself determined by actual and 
potential movements of gold. Pur- 
chases and sale of gold were alone re- 
garded as the effective control of 
volume of bank cash and consequently 
of the supply of money. 


AMERICAN EXPERIENCE 


I come now to the story of the re- 
cent development of monetary policy 
in the United States. In consequence 
of the enormous accumulation of gold, 
coupled with movements into and out 
of the country on a scale which, if left 
uncontrolled, would have proved dis- 
astrous to the stability of the Ameri- 
can price level, the attention of the 
reserve banks was forcibly directed to 
their controlling powers. Beginning 
with only a partial use, in the course 
of time they have learned to utilize 
these powers to the full. All the 
stages in the development of American 
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practice can be seen in the thirteen 
years since 1914, which I divide into 
five periods. Each of these is marked 
by distinctive gold movements, and I 
propose to show how the resulting 
problems have been successively dealt 
with. 


PERIODS OF INFLATION 


The first period runs from the out- 
break of the war to the middle of 
1919, and covers the beginning of the 
great westward flow of gold to 
America. All the incoming gold, 
amounting on balance to over $1,000,- 
000,000, was purchased by the Federal 
Reserve banks and, following pre-war 
practice, was allowed to become the 
basis of additional credit. As if this 
were not enough, the central institu- 
tions created a further basis of credit 
by discounting bills for member banks 
for very large sums, and thus the 
ground was laid for the vast expan- 
sion of credit which actually occurred. 
The demands for credit on this infla- 
tionary basis were insatiable. No 
sufficient measures for counteracting 
the effect of the incoming gold had 
yet been adopted, and inflation ran a 
free course. 

The second period runs from the 
middle of 1919, when the war-time 
embargo on gold export was removed, 
to the late summer of the following 
year. During this period dollar bal- 
ances owned by South American and 
Far Eastern countries were withdrawn 
in gold and America lost a net amount 
of nearly $400,000,000. The export 
demand was met by the reserve banks, 
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but it should be noted that the sale of 
this gold did not permanently deplete 
bank cash. Under the influence of the 
current inflation the reserve banks con- 
tinued freely to discount bills and buy 
earning assets to such an extent that 
the supply of bank cash was consider- 
ably increased, and an enlarged basis 
was provided for further credit in- 
flation. 


SCIENTIFIC GOLD CONTROL 


My third period covers more than 
four years and extends from the sum: 
mer of 1920 to the last month of 
1924. This period was marked by 
continuous imports of gold, and already 
in the early years we perceive a grow 
ing anxiety on the part of the central 
banking authorities with regard to the 
inflow. They realized that, if the gold 
were allowed to function to the fullest 
extent, it would lead to a further ex- 
pansion of credit and a perpetuation 
of the evils of inflation. They deter 
mined, therefore, as far as possible to 
deprive the incoming gold of its credit 
creating capacity until the demands of 
trade should call for a larger credit 
basis. 

The period I am now reviewing falls 
naturally into two parts; in the first, 
the gold was neutralized; in the second, 
it was allowed to form new bank cash. 
In the first two years, which covered 
the liquidation after the post-war boom, 
$1,000,000,000 of gold were imported 
and bought by the reserve banks. The 
immediate effect of the purchases was to 
increase bank cash, but the whole of 
this increase was used by the member 
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banks to pay off maturing bills held by 
the central banks, and on balance the 
volume of bank cash was unchanged. 
During this time policy was at work. 
The gold was absorbed by the reserve 
banks and held by them in place of 
discounted bills. This process of ac- 
quiring gold in lieu of interest-earning 
assets was expensive, and severely cur- 
tailed the income of the reserve banks. 
But their object had been achieved. 
The effect of the inflowing gold had 
been nullified in accordance with the 
dictates of policy, and pre-war prac- 
tice was in process of abandoament as 
ursuitable to the novel conditions con- 
fronting the American authorities. 

During the second half of the period 
the inflowing gold was treated in an 
entirely different manner. Industry 
was recovering from the slump, trade 
was in process of development and the 
banks were being called upon for larger 
supplies of money. The _ necessary 
credit expansion could only be effected 
upon a broadening basis of bank cash, 
and the incoming gold was_ utilized 
for this purpose. It was paid into the 
reserve banks and some of it was 
allowed to form a permanent addition 
to member banks’ reserves. So in- 
sistent was the demand for money that 
bank cash was also provided by re- 
serve bank purchases of securities and 
other earning assets, the result of the 
increase in bank cash being an expan- 
sion of nearly $8,000,000,000 in the 
deposits of all the banks in the coun- 
try. Incidentally, it should be noted 
that the reserve banks did not them- 
selves retain the incoming gold, but 
handed it over to the Treasury, receiv- 
ing in exchange gold certificates which 
they put into circulation in place of 
Federal Reserve notes. 

We now come to the fourth period 
which, in contrast with that preced- 
ing it, was characterized by an out- 
flow of gold. Between December, 
1924, and the end of 1925, $150,000,- 
000 of gold were exported from the 
United States. The whole of this 
amount was sold by the reserve banks, 
who did not however allow bank cash 
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Airplane view of a typical cotton seed oil 
refinery at New Orleans 


New Orleans 
XXX 


Cotton Seed Oil 


New Orleans, the center of the 
cotton belt, leads in the manufacture 
of cotton seed oil. Here more than 
6000 tank cars (48,000,000 gallons) 
of crude cotton seed oil are convert- 
ed annually by the five New Orleans 
refineries into many valuable food 
products. Also, during 1926 more 
than 2,000,000 pounds of refined cot- 
ton seed oil were exported through- 
the port of New Orleans. 


Hibernia Bank & Trust Co. 


New Orleans, U.S. A. 




















As gold was withdrawn 
the volume of bank cash was main- 
tained by the acquisition of earning 
assets, so that, notwithstanding the 
outflow of gold, credit was actually in- 
creased in response to the needs of 


to contract. 


business. At the same time the posi- 
tion of the reserve banks was improved 
by the attainment of a higher propor- 
tion of earning assets. 

My last period covers the twenty- 
two months to November, 1927, dur- 
ing which gold again flowed into the 
United States, though the movement 
was of relatively small dimensions com- 
pared with previous years. The direc- 
tion of the flow was by no means con- 
stant and was complicated in the later 
months by earmarkings and releases on 
foreign account, but whether the 
movement was temporarily inward or 
outward the reserve banks continued 
to ignore it in pursuing their credit 
policy. 
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SUMMARY OF AMERICAN EXPERIENCE 


I will now summarize the develop- 
ments in the years since 1920, the 
period during which the reserve bank 
credit policy has been most actively 
in operation. On balance $1,700,000,- 
000 of gold have been imported into 


the United States. Over one-half of 
this amount has been absorbed into 
Federal Reserve banks, while the re- 
mainder has been taken by the Treasury 
as backing for gold certificates which 
have gone into circulation in the place 
of Federal Reserve notes. Of the total 
import only one-third on balance has 
been allowed to form new bank cash. 
Throughout the entire period, whether 
gold was flowing in or out the central 
banks have been careful as far as 
possible to regulate the supply of bank 
cash in accordance with the needs of 
business. Trade has expanded rapidly 
and has been accompanied by a growth 
in bank deposits, amounting in the 
aggregate to $15,000,000,000, an in- 
crease of 40 per cent. Meanwhile the 
uninterrupted prosperity enjoyed by 
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America has -been attended by a large 
measure of stability in the price level 

Here we find ourselves face to face 
with a definite test of success or failure 
in monetary policy. Temporary booms 
can always be obtained by inflationary 
methods, but it is certain that pros 
perity on a sound and lasting basis con- 
not be secured except on a fairly steady 
price level. It must be remembered 
that, whether we are on a gold or any 
other standard, the direction in which 
the price level moves is immediately 
determined by the volume of money, 
as modified by its rate of turnover, in 
relation to the volume of business. If 
the supplies of money increase beyond 
the requirements of business, prices 
tend to rise; if, on the other hand, the 
supplies of money are inadequate, prices 
fall. The relation between money sup’ 
plies and business requirements, viewed 
in its effect upon the price level, should 
then be the first care of the central 
banking authority, and we find on an 
examination of American statistics for 
recent years that movements in the 
price level upward or downward have 
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BANCA COMMERCIALE ITALIANA 


92 BRANCHES THROUGHOUT ITALY 
HEAD OFFICE, MILAN, ITALY 


Surplus Lire 520,000,000.00 


New York Agency, 62-64 William Street 


We invite you to make full use of these exceptional 
facilities for the efficient conduct of your Italian affairs. 


Affiliation in New York 
BANCA COMMERCIALE ITALIANA TRUST CO. 


Reserve $1,750,000.00 


62-64 WILLIAM STREET, NEW YORK 


never been allowed to proceed far. 
We must therefore conclude that the 
monetary authorities have met with a 
high degree of success in the formula- 
tion and execution of their policy. This 
they have done under conditions of 
great difficulty, brought about by gold 
movements of unprecedented magni- 
tude. 


THE DOLLAR STANDARD 


It is necessary now to observe the 
bearing of American monetary policy 
on the operation of the gold standard. 
Today, as before the war, the price of 
gold in America is fixed, and we are 
apt to assume that the value of gold 
continues to govern the value of the 
dollar. But such an assumption is no 
longer correct. While an ounce of 
gold can always be exchanged for a 
definite number of dollars, the value 
of the ounce will depend upon what 
these dollars will buy, and this in turn 
will obviously depend upon the Ameri- 
can price level. If the price level in 
America fluctuated according to the 
movements of gold, the purchasing 
power or value of the dollar would 
still depend, as it did formerly, upon 
the value of gold. But we know that 
this is not so. As I have just shown, 
the American price level is not affected 
by gold movements, but is controlled 
by the policy of the reserve banks in 
expanding or contracting credit. It 
follows, therefore, that it is not the 


value of gold in America which deter- 
mines the value of the dollar, but the 
vallue of the dollar which determines 
the value of gold. 

The mechanism by which the dollar 
governs the external value of gold is 
obvious. If the price level outside 
America should rise in consequence of 
an increase in the supply of gold, 
America would absorb the surplus 
gold; if, on the other hand, the ex- 
ternal price level should fall in conse- 
quence of a shortage of gold, America 
would supply the deficiency. The 
movement of gold would continue 
until the price levels inside and out- 
side America were brought once more 
into equilibrium. Although gold is 
still the nominal basis of most cur- 
rencies, the real determinant of move- 
ments in the general world level of 
prices is thus the purchasing power of 
the dollar. The conclusion therefore 
is forced upon us that in a very real 
sense the world is on a dollar standard. 


THE OUTLOOK 


Such is the position as I see it to 
day, and I am naturally led to ask 
how long it is likely to continue. 
America is able to control the world 
price level because of two conditions. 
In the first place, her gold stocks are 
so great that she can afford to lose 
large quantities without running any 
risk of the gold reserve falling below 
the legal minimum; in the second place, 
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her central banking system is so con- 
stituted that, given her great wealth, 
she can absorb large quantities of gold 
and at the same time deprive it of its 
credit-creating powers. In a_ word, 
America is rich enough either to lose 
gold or to gain it. She holds now one- 
half the total monetary gold of the 
world. Moreover, her creditor position 
constitutes a permanent magnet for 
gold. Her debtors must pay, and, if 
they can find no other way, they must 
pay in gold. The only condition, as 
far as I can judge, under which 


America might be drained of her gold 
surplus is that she should continuously 
make foreign loans beyond her true 
capacity to lend. That she will lend 
excessively at times is quite probable— 


there are indications indeed that she 
has done so recently; it is by no means 
an uncommon practice with Great 
Britain—but that she should overlend 
so heavily as to make a serious inroad 
into her surplus gold seems to me very 
unlikely. I conclude that, as long as 
conditions remain at all similar to 
those we know today, America will be 
able to pursue her credit policy with- 
out regard to gold movements and to 
maintain control over the world level 
of prices. 

Let me repeat that I speak of condi- 
tions as I see them today. Taking a 


view of the world as a whole it is 
evident that a great advance has been 
nade since the time when gold was 
the main determinant of the direction 
of the price level. But we have still 
some way to go before we attain full 
understanding of the principles upon 
which the volume of credit should be 
regulated in relation to business de- 
mands. We know that the proper 
control of credit by the central bank in 
any country is a very important factor 
in trade prosperity and that a guiding 
principle in the exercise of this control 
should be the maintenance of a stable 
level of prices. But this is not all; 
there is still a wide field for inquiry 
on both the practical and theoretical 
sides. Unfortunately, however, the 
dearth of statistical information is a 
grave difficulty in the way of investi- 
gation. Individual banks cannot do 
much; it is useless for them to publish 
more than the customary details at 
present disclosed in their periodic 
statements, since no sound generaliza- 
tion can be deduced from banking 
figures unless they relate to the banks 
as a whole. Co-operation between all 
the banks, including the central bank, 
in publishing the statistics required by 
scientific students would help us ma- 
terially in the solution of some of the 
problems of credit control. 
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THE OUTLOOK FOR GREAT BRITAIN 


By FREDERICK C. GOODENOUGH 


URING the last few months there 
D have been indications of appreci- 

able industrial improvement and 
a revival in export trade in Great 
Britain. It is clear that with the im- 
provement in trade existing loans should 
become more liquid and that more rapid 
circulation of money will enable the 
banks to meet all proper demands for 
fresh advances. Moreover, as trade im- 
proves, the country’s ability to draw 
gold from abroad tends to increase and 
the receipt of gold enables the banks to 
grant further loans. 

I have frequently expressed my views 
upon the desirability of the return to 
the gold standard and to pre-war parity 
and think that the British public is to be 
congratulated that the present govern- 
ment decided in 1925 to take this step 
by which this country’s credit has been 
greatly strengthened. This has been 
emphasized by the course of sterling dur- 
ing the difficult period of 1926 and the 
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last year has been marked by sterling 
being at a substantial premium over the 
dollar and by gold shipments from 
America to London after the rise to 
approximately $4.88 7/16. 

It is difficult to determine precisely the 
relative importance of the causes for the 
recent rise. This has occurred when in 
the ordinary course, owing to the usual 
payments for exports of wheat, cotton, 
etc., from America, sterling would be 
expected to be at a low level, while in 
addition it may be assumed that there 
have been purchases of dollars for meet 
ing the instalment on the British debt 
to America. 

Offsetting these two factors there has 
been a large investment of American 
capital in British and other foreign 
securities. It would seem that the favor- 


From an address before the annual meeting 
of the shareholders of Barclays Bank 
Limited, London. 
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able position of certain European ex- 
changes is the result of the depreciation 
of the dollar due to the abnormally 
heavy foreign investments by America 
rather than to appreciation of those 
European currencies and that the recent 
rise in sterling has been due mainly to 
exceptional causes of an international 
character and only partly to the small, 
though important, recent improvement 
in British exports. 

On the other hand, trade returns of 
the United States show that although 
total exports are increasing yet over a 
period there is a gradual decline in the 
proportion of agricultural produce and 
raw materials exported except certain 
commodities including oil. It seems, 
therefore, that America will become in- 
creasingly dependent upon export of 
manufactured articles rather than of 
raw products. 


SEES GERMANY AND AMERICA AS CHIEF 
RIVALS 


There seems no doubt that in the 
future Germany and America will be 
the chief rivals with each other but 
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of interests should certainly be able to 
hold her own. She can also rely upon 
retaining a wide and profitable market 


for those manufactures of highest qual-- 


ity for which she has always had a 
world-wide reputation. 


BRITISH HOPE IN EMPIRE DEVELOPMENT 


It would certainly be to Great 
Britain’s interests to devote her energies 
in increasing degree toward empire de- 
velopment. During the last year British 
exports have amounted to £709,000,000. 
In the first nine months of the year out 
of a total of £518,000,000, £240,000,000 
were sent to empire destinations while 
during the same period total imports 
into Great Britain amounted to £902,- 
000,000, which included imports from 
the empire amounting to £270,000,000. 

Total exports in 1926 from British 
oversea dominions and _protectorates 
reached approximately £1,100,000,000 
and exports transferred from them to 
the United Kingdom amounted to 37 
per cent. of the whole while a further 


12 per cent. represented other inter- 
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imperial trade. During 1927, new 
capital issues (excluding conversion 
operations) offered in the United 
Kingdom in favor of empire countries, 
amounted to £88,000,000, principally 
for fresh development, while trans- 
actions of Barclays Bank and Barclays 
Bank (Dominion, Colonial and Over: 
seas) in granting banking accommoda- 
tion and other facilities for inter: 
imperial trade seem to show that the 
total of such transactions through banks 
must have reached a very large figure 
exceeding that of previous years. 

The empire has large and fertile areas 
awaiting development with practically 
unlimited opportunity for a growing 
population to expand. As capital funds 
are provided for empire development 
together with sound and well-organized 
banking facilities, trade within the 
empire should continue to increase. 
Great Britain will have to meet great 
competition in the future to combat 
one thing which above all else is 
essential, namely, economy both in 
public and private affairs. It must be 
recognized also that only by relatively 
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cheap financial facilities and lower costs 
of production as compared with other 
countries will Great Britain be able to 
hold her own. 

The prosperity of Great Britain and 
of the British Empire in the future are 
dependent upon the development of 
areas within the empire through inter- 
imperial finance and trade. 


TRIBUTE TO FEDERAL RESERVE BANK OF 
NEW YORK 


On more than one occasion the 
governor of the Federal Reserve Bank 
of New York has indicated the desire 
of American currency authorities to 
maintain as great a measure of price 
stability as reasonably practicable and 
this may be regarded as a counter’ 
part of the action of certain European 
governments in stabilizing their cur- 
rencies in terms of gold. These .im- 
portant decisions together show how 
the world has been working through 
combined international action toward 
the reinstatement of sound economic 
conditions in Europe. 


I think a tribute is due the Federal 
Reserve authorities for the skill and 
foresight with which they have in recent 
years handled the great influx of gold 
into America so as to prevent an ex: 
cessive rise in prices through the great 
accumulation of gold. The good under: 
standing between the Federal Reserve 
Bank of New York and the Bank of 
England has helped to lay the founda- 
tions of economic recovery :n Europe 
which may now be considered to be in 
sight. This recovery should be of great 
benefit to America through the restora- 
tion of Europe’s power to purchase 
American goods. 

Although sterling must necessarily be 
subject to fluctuations from time to time 
between upper and lower gold points, 
there seems to be little doubt that the 
exchange will continue to respond to 
the raising or lowering of the Bank of 
England’s rate of discount. 

FOREIGN BALANCES IN LONDON 

Various references have recently been 
made to the volume of foreign balances 
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in London. Since Great Britain re- 
turned to a gold basis, the amount 
of these balances has considerably in- 
creased. Before the war, however, 
London was the normal depository for 
the world’s floating funds and the in- 
flux of monies of this kind in the last 
two or three years is in part a return 
to pre-war conditions. It would seem 
that there is no need to be unduly 
anxious in regard to London short-term 
balances under foreign control or to 
anticipate abnormal withdrawais but it 
must be recognized that the existence 
of these large balances involves a cau- 
tious policy in fixing monetary rates. 
Looking to the future there is good 
ground for confidence. Industry and 
trade in this country are showing indi- 
cations of a substantial revival at the 
present moment. The continuous process 
of stabilization of currencies and of 
world prices affords reasonable expecta- 
tion that the trade improvement we are 


now experiencing may be more perma: 
nent. There are signs of a growing 
understanding on the part of capital and 
labor that their interests are mutual and 
there is taking place a gradual recovery 
from the upheaval and exhaustion from 
the war. 


AMERICA’S INFLUENCE 


In industry as well as in finance the 
influence of America continues to make 


itself widely felt. That country holds 
a very strong position as regards pro- 
ductions and the power to compete in 
foreign markets in which she can also 
secure for herself great opportunities 
through making foreign loans. Ameri 
can industry has the advantage of 
greater freedom from taxation com- 
pared with Great Britain. There is 
greater freedom for labor in America 
and for individual effort, both of which 


are of great benefit to her people. 
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GERMAN REPARATIONS IN THE LIGHT 
OF REALITY 


By PauL M. WARBURG 


N October, 1919, a handful of Dutch, 
l English, French and American 


economists and bankers, of whom 
the writer was one, met at Amsterdam 
and formulated a proclamation, later 
signed and launched by 153 leading 


statesmen, economists, educators and 
business men of Europe and America, 
in which countries were warned “to 
arrest and counteract the continuous 
growth in the volume of outstanding 
money and of government obligations 
and its concomitant, the constant in- 
crease of prices.” Balanced budgets 
were urged. “Unless remedies are 
promptly applied,” the proclamation 
read, “the depreciation of money, it is 
to be feared, will continue, wiping out 
the savings of the past and leading to 
a gradual but persistent spreading of 
bankruptcy.” With regard to war 
debts it was recommended that “the 
scope of the annual contributions must 
be brought within the limits with which 
solvency can be preserved.” 

“The world’s balance of indebted- 
ness,” the document continued, “has been 
upset and has become top-heavy and one- 
sided. Is it not necessary to free the 
world’s balance sheet from some of the 
fictitious items which now inflate it? 
Would not a deflation of the world’s 
balance sheet be the first step toward a 
cure? 


“When once the expenditure of the 
various European countries has been 
brought within their taxable capacity 
(which should be a first condition of 
granting them further assistance) and 
when the burdens of indebtedness, as 
between the different nations, have been 
brought within the limits of endurance, 
the problem arises as to how these 
countries are to be furnished with the 
working capital necessary for them to 
purchase the imports required for re- 
starting the circle of exchange, to re- 
store their productivity, and to reorgan- 
ize their currencies.” 

The writer has taken the liberty of 
quoting the above passages from this 
long forgotten proclamation in order to 
bring out two points: 

First, that it failed completely in avert- 
ing the disasters it foresaw. (It may be 
remembered that the proclamation was 
written long before the acute currency 
debauch and world-wide orgy of infla- 
tion had begun.) 

Second, that while madness ran its 
course and while it had to be left to 
suffering and distress as stern task- 
masters to drive home their lessons 
where an appeal to reason had failed, 
out of this first conference others grew, 


From an address before the annual meet- 
ing of stockholders of the International Ac- 
ceptance Bank, New York. 
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reiterating and further developing the 
gospel, until finally the time had become 
ripe for devising the admirable exports’ 
plan now in operation. Today, eight 
years since the publication of the first 


© unoerw.on & uNosRWwoop 


Paut M. WarsurG 


Chairman International Acceptance 
Bank, Inc., New York. 


vain appeal, every desideratum stipulated 
in it has been fulfilled barring one: The 
world balance sheet still contains 
fictitious assets, for the reason that the 
war indemnity to be paid by Germany 
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has not been fixed at an amount which 
experience under the operations of the 
Dawes Plan would warrant as practi- 
cable, and because the so-called inter- 
allied debts have not yet been definitely 
arranged. 


GERMANY MUST BE PUT ON OWN 
RESPONSIBILITY 


In these circumstances, the closing 
paragraph in the recent report of the 
Agent General for Reparation Pay- 
ments, dated December 16, 1927, is of 


the greatest significance. Mr. Gilbert 
writes: 

“And as time goes on and practical 
experience accumulates, it becomes 
always clearer that neither the repara- 
tion problem nor the other problems 
depending upon it will be finally solved 
until Germany has been given a definite 
task to perform on her own responsi’ 
bility, without foreign supervision and 
without transfer protection.” 

The importance of this statement can- 
not be overestimated. It is encouraging 
and discouraging at the same time. 
Encouraging because it shows beyond 
peradventure that we now find our: 
selves at last grappling with the final 
phase of our long struggle toward the 
goal of a permanent economic peace. 
Discouraging because it has taken us 
over nine years of unparalleled and un- 
necessary squandering to reach that 
point, and because of the realization that 
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in all probability it will take us several 
additional years of waste until the educa- 
tion of the masses and their leaders will 
have been sufficiently advanced to enable 
nations to grasp the wisdom of bowing 
to certain conclusions as obviously un- 
avoidable today as they were eight years 
ago. To teach people the dangers of a 
conflagration by letting them set their 
neighbor’s house afire, thereby endanger- 
ing their own property, is as wasteful a 
method as it is primitive. To make 
them foresee the consequences by an 
appeal to their powers of reason is the 
highest art and a great saving for them. 
From 1919 to 1924 we followed the 
first course. The second method, un- 
happily, as yet being impracticable, the 
experts plan then had to devise a new 
course lying midway between the two. 
It created machinery by which incon- 
trovertible economic facts continued to 
be demonstrated by actual operation, 
but it provided certain safeguards 
which would prevent the house from 
being entirely destroyed and the con- 
flagration from spreading while the 
experiment lasted. 


DAWES PLAN INGENIOUS BUT NOT 
WORKABLE 


As an instrument with which to dem- 
onstrate the possibilities and impossibili- 
ties of the problem involved, the ma- 
chinery of the Dawes Plan must be con- 
sidered a most ingenious device. As a 
bridge for the on-march of reason it 
constitutes a work of incomparable 
value. But to prove impossibilities by 
actual operation is wasteful and fatal in 
the long run. In the light of these 
considerations, Mr. Gilbert’s closing 
remarks, above quoted, may well be 
read as an appeal to the thinking minds 
of the nations involved on both sides 
of the Rhine and the Atlantic, to help 
him shorten the space of time for which 
the experiment must still be continued. 
It may be hazardous to precipitate the 
attempt to bring about a final solution 
before the minds of the people are ripe 
for it. Just as no headway could be made 
toward currency stabilization until the 
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determined resistance to the doctrine of 
balanced budgets had been broken down, 
so there are similar truths with regard 
to war debts which must be broadly 
understood and accepted before the 
solution of the war debt problem can be 
successfully undertaken. 

It is Germany's task to do everything 
in her power to conform to the terms 
of the Dawes Plan and to permit 
economic “realities” to develop freely 
from its untrammeled operation. It is 
the Agent General’s twofold duty on 
the one hand to see to it that the plan 
is properly carried out and, on the other, 
as an unbiased judge, to present to the 
world the “stern realities” of economic 
facts so as to enable it to draw its own 
inevitable conclusions. Mr. Gilbert, in 
periodically publishing his masterful 
reports, is rendering yeoman service. But 
if we want to avoid letting the world 
run the full gamut of actual waste, 
thoughtful people must study his reports 
and draw and pronounce their conclu- 
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sions as frankly and bravely as he 
presents the facts. 


GERMANY’S ADVERSE TRADE BALANCE 


Mr. Gilbert states that Germany's 
total gross export trade in 1913, as in 
the last two years under report, 
approximated ten billion marks and that 
for the last three years Germany’s 
adverse trade balance totaled six billion 
marks. He states that the first three 
annuities under the experts’ plan have 
been paid and transferred. The conclu- 
sion that these transfers have not been 
made from trade balances, but from 
foreign loans, he leaves to his readers. 
He states that in 1927-28, 1,750,000,000 


what miracle in present world conditions 
—with customs barriers preventing the 
free flow of goods and with Uncle Sam 
continuously increasing his slice of the 
world’s export trade—can a net surplus 
of 2,500,000,000 marks be produced for 
a long term of years from a total of 10,- 
000,000,000 marks gross exports? 


A NEW EXPERTS’ PLAN NEEDED 


While, happily, Europe seems to be 
rapidly approaching the point where 
this vexing problem may be discussed 
and disposed of on the basis of “reali- 
ties” instead of miracles, it is deplorable 
that the issue seems interlocked with the 
settlement of the inter-allied debt ques- 


se? marks and 1928-29, 2,500,000,000 marks tion. Election years, such as the pres- 
will have to be transferred, and very ent, are, unfortunately, poor years for 
significantly he quotes from the “experts’ the discussion of such problems. Let 
netary report” the following paragraph: us hope, however, that the time may not 
- maps “For the stability of a country’s cur- be distant when a new experts’ plan may 
: time rency to be permanently maintained, not be devised and accepted as the final 
slidays only must her budget be balanced, but solution. Meanwhile, it might be well 
her earnings from abroad must be equal for us to let the thought sink in that if 
to the payments she must make abroad, the war indemnity had not been raised 
ctory. including not only payments for the to its excessive size by the inclusion of 
or the goods she imports, but the sums paid in war pensions, etc., and if whatever total 


reparation. . Loan operations may had been imposed had not been treated 
| this. disguise the position, or postpone its as an interest-bearing item, the war debt 
saa practical results, but they cannot alter question could have _been solved ten 
per oe it. If reparation can and must be years ago and the victors might have 


‘eturn 


provided. . . it can only be paid 
abroad by means of an economic surplus 
in the country’s activities.” 

Even though, in spite of the inroads 
of “deliveries in kind,” we may hope to 
see Germany by supreme efforts con- 
vert her trade balance from an adverse 
into a favorable one, the agent general 
eaves us to ponder this question: By 


saved themselves the pangs of currency 
depreciation and other economic suffer- 
ings. Similarly, if the United States 
had treated loans to our associates in 
the war as advances free of interest, 
inasmuch as uniforms, arms, ammuni- 
tion and food used in the joint enter- 
prise were not interest-producing invest- 
ments, that problem would not have 
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assumed its baffling dimensions. If on 
all sides payments with respect to these 
debts had been coasidered as payments 
on account of principal, instead of per- 
mitting cumulative interest tables to 
confuse the issue, a fair and practicable 
solution of the problem might have been 
found nine years ago. 

It is true that on these lines Uncle 
Sam would have sacrificed sums to 
which as a matter of contract and law 
he was entitled, but in all his negotia- 
tions concerning inter-allied debts he has 
shown a readiness to do so. The further 
application of this policy would be 
amply justified from the point of view 
of enlightened self-interest, for the 
debtor’s adversity or ruin is bound to 
affect the creditor. But quite aside from 
this consideration, our country in the 
end is bound to find greater happiness 
in a policy of generous altruism such as 
befits a people of great wealth, than in 
treating, as a matter of law and contract, 
the obligations made and signed under 
the duress of the war. 

The accomplishment of currency 
stability seems to offer a very appro- 
priate moment for taking new thought 
concerning this problem. For with their 
credit once more firmly established, and 
with so many of their own post-war 
economic difficulties overcome, allied 
countries may find it more economical, 
instead of requiring Germany to borrow, 
to use their own credit in world mar- 
kets (if, indeed, they should still find 
it necessary to raise foreign loans) and 
to absorb in their own budgets the 
annual payments to be received 
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from Germany. Meanwhile, Germany, 
directly or through her states, communes 
and private interests, would be left free 
to use her credit in order to borrow in 
foreign markets that portion of her 
annual payments which she would not 
be able to produce from her trade and 
other services. This pre-supposes, of 
course, that annual payments will be so 
fixed as to remain within the limits of 
Germany's capacity, as established by a 
fair test and careful assessment of 
“realities” under the operation of the 
experts’ plan. 


GERMAN LOANS IN THE UNITED STATES 


While flotations of German loans in 
the United States came to a sudden halt 
as a consequence of Mr. Gilbert's note 
of October 20, 1927, it is fair to assume 
that this interruption will prove to be 
only a temporary one, and that our mar’ 
kets will soon be open again for loans 
issued for productive purposes and 
recognized by the proper authorities as 
in consonance with the public interest 
and with the general ideas of the Dawes 
Plan. The hope seems warranted that 
in the end the note incident will lead 
to a narrowing of the funnel of govern 
ment scrutiny and that, therefore, it 
will have the effect of strengthening the 
basis for future issues. As to external 
loans already in the hands of investors, 
it is hard to conceive how in actual 
practice and as a matter of plain com 
mon sense, theoretical arguments not’ 
withstanding, the priority questions can 
ultimately affect the status and intrinsic 
worth of the securities involved. 
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THE PAST MONTH IN CANADA 


the business world of Canada, ac- 
cording to the business summary 
of the Bank of Montreal, was the pres- 
entation of the budget by the Dominion 
Minister of Finance. Its chief points 
are given by the summary as follows: 
“Further relief has been given tax- 
payers upon the lines of last year, in- 
come taxation being reduced by an ad- 
ditional 10 per cent., so that in making 
return for 1927 the actual amount of 
income tax as compiled upon existing 
schedules will be lowered by 20 per 
cent. In the case of income tax on cor- 
porations and joint stock companies the 
levy has been cut from 9 per cent. to 
8 per cent. The other important re- 
mission of taxation relates to sales tax, 
the rate being reduced from 4 per cent. 
to 3 per cent. These ameliorations, to- 
gether with certain tariff changes, the 
Finance Minister estimates will involve 
a total reduction of $19,000,000 in 
taxation. 


Tie feature of the last month in 


“Changes made in the tariff schedules 
seem to be larger in number than ma- 
terial in consequence, the general tariff 
structure being unaltered.” 


FOREIGN COMMERCE 


The expansion of foreign commerce 
in Canada was halted in January, the 
Bank of Montreal's summary says, 
“when for the first time in many months 
the aggregate value of this trade de- 
clined $830,000. Imports rose $700,000 
while exports fell $1,530,000 as com- 
pared with the corresponding month last 
year, a percentage so small of the total 
trade as to he negligible. In the elapsed 
ten months of the current fiscal year 
aggregate foreign commerce shows a 
gain of $21,500,000, imports having in- 
creased $56,926,000, while exports de- 
creased $35,930,000. The favorable 
balance of trade in January was $3,- 
000,000 and in the ten months $130,- 
000,000. Signs, however, point to a 
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diminution of the excess of exports over 
imports during the next two or three 
months, or until the opening of inland 
navigation releases a larger store of 
wheat still held in elevator, and spring 
accelerates production of other prod- 
ucts.” 


PRICES OF FARM PRODUCTS 


The last three years have been pros- 
perous ones for the Canadian farmer, 
according to the Monthly Letter of the 
Royal Bank of Canada, Montreal. ““Ac- 
cording to the index number of the 
Dominion Bureau of Statistics, the typi- 
cal price level for vegetable products for 
the last three years has been 70 per cent. 
above pre-war levels, while the general 
price index has been only about 55 per 
cent. above that of 1913. In fact, in 
this period the index for vegetabie prod- 
ucts has been above 180 in six months 
and below 160 in only three months. 
Throughout the period, the price of 
wheat has been relatively high and the 
grain farmer has been distinctly bene- 
fited by the price fluctuations which have 
taken place. 


ANIMAL PRODUCTS 


“The prices of animal products, how- 
ever, have been by no means satisfac- 
tory. Their index number has been be- 
low 140 during nearly one-half the 
period and above 150 in only two 

months. 
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Overproduction of cattle in 


relation to demand has been general 
throughout the world and cattle, beef 
and leather prices have been extremely 
low.” 


DOWNWARD MOVEMENT CHECKED 


“The downward movement in general 
price level,” continues the letter, “seems 
to have been checked and there has been 
a perceptible upward movement in the 
last three months. Predictions from 
well known statisticians in other coun- 
tries state that the present outlook fa- 
vors moderate strength in the general 
price level. In spite of the wide fluctua: 
tions there seems to be a general ten- 
dency for prices to stabilize at a level 
between 50 and 60 per cent. higher 
than that which prevailed in 1913. 
When the price of a commodity is far 
from this level, a special study of the 
situation in the industry is particularly 
worth while in order that one may de- 
termine the importance and permanence 
of the factors which are responsible.” 


FOLLOWS SEASONAL COURSE 


“Business in January followed the 
usual seasonal course,” says the February 
Monthly Commercial Letter issued by 
the Canadian Bank of Commerce, To 
ronto. “Industrial operations were cur’ 
tailed in some directions owing to stock: 
taking, the over-hauling of plant and 
the normal slackening in certain special 
lines of manufacture which are most ac’ 
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tive prior to the holiday season. How- 
ever, industries which depend chiefly on 
the winter requirements of the public 
and those unaffected by seasonal tenden- 
cies have been busy. Practically all of 
the western coal mines have had large 
orders, while those in Nova Scotia have 
operated at about 70 per cent. of capac- 
ity. Logging in eastern Canada has 
been retarded by lack of snow in many 
districts and, while climatic conditions 
have recently been more favorable, it is 
possible that the cut will be compara- 
tively small. In British Columbia the 
lumber mills have been re-opened and 
are now working on fairly large orders.” 


CANADIAN BANK OF COMMERCE TO HAVE 
NEW BUILDING 


A perspective study of the new head 
ofice building to be erected in Toronto 
for the Canadian Bank of Commerce is 
shown in this issue of THE BANKERS 
MAGAZINE, in the department devoted 
to “Examples of Recent Bank Building 
Operations.” 

The building will be erected at the 
corner of King and Jordan streets with 
a frontage of 149 feet on King and 
Melinda streets and 168 feet on Jordan. 
The main entrance will be on King 
street. 

The stone and granite structure will 
be 435 feet in height, with a banking 
chamber 65 feet high. Safety deposit 
vaults will be located in the basement 
and will hold 15,000 safety deposit 
boxes. Darling & Pearson of Toronto, 
are the architects for the building. 
Work will begin on the new structure 
about July 1. 


PRINCIPAL CANADIAN BANKS SHOW GAIN 
IN DEPOSITS 


The nine principal Canadian char- 
tered banks, whose statements are out, 
showed an aggregate increase in deposits 
for 1927 of $229,291,000, or from $2,- 
322,140,000 to $2,551,431,000, accord- 
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ing to a tabulation made by A. E. Ames 
& Co., Ltd. Total assets increased from 
$2,890,211,000 to $8,155,750,000, or 
$265,539,000. In the light of these in- 
creases and the statements of the indi- 
vidual banks of the Dominion Canadian 
business conditions are summarized in 
part as follows: 

“Bank clearings increased 14.08 per 
cent. The employment index was the 
highest for several years. Railroad 
earnings were higher and manufacturing 
as a whole had an excellent year. A 
good crop was harvested, which will 
bring additional money into the country 
and further aid the situation. Canada 
appears to be in an era of sound ex- 
pansion along conservative lines. The 
Canadian banks should, as in the past, 
benefit by the development of Canada’s 
vast resources, and we anticipate con- 
tinued improvement in their prosperity.” 
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INTERNATIONAL 


ET profit for the Banque Can- 

adienne Nationale, Montreal, Can- 
N ada, for the year ended November 
30, 1927, amounts to $903,200, after deduct- 
ing expenses of management, interest ac- 
crued on deposits, rebate of interest on 
discounts and making full provision for 
all bad and doubtful debts. To this has 
been added $320,678, brought forward from 
the previous account, making $1,223,879 
for distribution as follows: 


To dividends for the year........$550,000 
BO POM FORE nnscscccccccsees 35,000 
To provision for taxes............ 100,000 


To provision for payment to the 
treasurer of the Province of 
Se ee ee ere 125,000 

To carry forward to next account 413,879 


Direcrors’ report of the Punjab National 
Bank Limited, Lahore, India, for the half- 
year ended June 30, 1927, shows net profit 
for the half year of Rs.2,74,103, to which 
has been added KRs.43,137 brought forward 
from the previous account, making Rs.3,17,- 
241 available for distribution as follows. 
Rs. 

To ad interim dividend at 15 per 

cent. per annum for the half year, 


oe err 2,29, 151 
To transfer to reserve fund ....... 49,424 
To balance carried forward........ 38,665 


Sratement of the Eesti Bank (Bank of 
Estonia) as of November 30, 1927, shows 
paid up capital of Emk.250,000,000, reserve 
and special reserve funds of Emk.400,526,- 
897, deposits and current accounts of 
Emk.4,404,887,380 and total resources of 
Emk.8,359,392,038. 


Report of the Munster & Leinster Bank 
Limited, Cork, Ireland, for the half year 
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ended December 31, 1927, shows profits for 
the year, after providing for interest on 
deposits, rebate on bills and for all bad 
and doubtful debts, of £90,584. To this 
has been added £47,366 brought forward 
from the previous account, making £137,- 
950 availiable for distribution as follows: 


£ 

To payment of a dividend for the 

half year at the rate of 18 per cent. 

per annum, free of income tax... .45,000 
To payment of a special bonus of 1 

per cent. free of income tax...... 5,000 
EO GORE TONE: osisccciscecdsnscees 10,000 
To reduction of premises account. . .20,000 
To tal pension fund.......00000- 10,000 


To carry forward to next account. . .47,950 


Paid up capital of the bank is £500,000, 
reserve fund £1,250,000, deposits £24,- 
605,780 and total resources £ 26,453,731. 


Ner profit of the Dominion Bank, Toronto, 
Canada, for the year ended December 
31, 1927, amounts to $1,328,496, after 
déducting charges of management, inter- 
est accrued on deposits and making 
full provision for all doubtful assets. To 
this has been added $1,032,554 brought for- 
ward from the previous account, making 4 
total of $2,361,051. This has been disposed 
of as follows: 


To dividends at 12 per cent. per 


NNN ip sclueiicincensss<c0cae se 
To bonus of 1 per cent........... 60,000 
To officers’ pension fund.......... 45,000 
pi er eer 165,526 
ee Pe MN. 65550 awacs ses 250,000 
RO METI FO oo. c'ns sss seeese 1,000,000 


To carry forward to next account 120,524 


Capital of the bank is $6,000,000, reserve 
fund $8,000,000, deposits $108,756,919, and 
total resources $141,482,753. 
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Format opening the new head office 
building of the National Bank of Aus- 
tralasia, Melbourne, was held October 27, 
1927. City officials, representatives of 
various businesses in the city and of other 
banking institutions attended a program 
which marked the opening. 

The new building was erected on the 
site of the former head office, the home of 
the bank since 1870, and business was 
carried on in part of the old building while 





New head office building of the 
National Bank of Australasia, Mel- 
bourne. 


the remainder was torn down. When a 
section of the new bank had been com- 
pleted, the business of the institution was 
moved into it, and the remainder of the old 
offices demolished to make way for the new. 

The new building is twelve stories in 
height and at present the bank occupies 6} 
floors, leaving available for leasing 5} floors. 
These will later be occupied by the bank, as 
more space is required. 


Paw up capital of the Belfast Banking 
company Limited, Belfast, Ireland, is 
£600,000, reserve fund is the same amount, 
deposits £14,576,969 and total resources 
£18,681 ,066, according to the statement of 
December 31, 1927. 

Net profit of the bank for the year ended 
December 31 amounts to £104,762, after 
providing for all bad and doubtful debts, 
rebate and expenses. To this sum has been 
added £91,818 brought forward from the 
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previous account, making available for 
distribution £196,580. This has been dis- 
posed of as follows: 


& 
To two half-yearly dividends...... 52,800 
To special account...........+..+-- 100,000 


To carry forward to next account.. 43,780 


Prorir and loss account of the Manches- 
ter & County Bank, Limited, Manchester, 
for the year ended December 31, 1927, 
shows net profit for the period of £188,- 
$60, after providing for all bad and doubt- 
ful debts and payment of all expenses. To 
this has been added £82,493 brought for- 
ward from the previous account, making 
£271,353 for distribution as follows: 


£ 
et SN GI ios nese tanivseees 88,728 
2 TE Ts os 5 ccs poceenestivanss 15,000 


To dividend of 6 shillings and six- 
pence per share, subject to 
deduction of income tax.......... 88,728 

To carry forward to next account. . .78,896 


Capital of the bank is £1,092,040, reserve 
fund £1,065,000, deposits £19,178,499 and 


total resources £21,825,734. 
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Report of the directors of the Imperial 
Bank of Canada, Toronto, for the year 
ended October 31, 1927, shows net profits 
for that period of $1,383,281, after deduct- 
ing charges of management, auditors’ fees 
and interest due depositors, and after 
making full provision for bad and doubtful 
debts and for rebate on bills under dis- 
count. To this has been added $1,252,148 
brought forward from the previous account, 
making $2,635,429 available for distribution 
as follows: 


To dividends at the rate of 12 per 

cent. per annum 
To bonus of 1 per cent. for the year 70,000 
To officers’ and employes’ pension 

and guarantee funds 
ae. ee er 250,000 
To taxes paid and reserved 160,000 
To carry forward to next account. .1,272,929 


Paid up capital of the bank is $7,000,000, 
reserve fund $7,500,000, deposits $109,014,- 
919 and total resources $138,899,197. 


Comptyinc with a widespread demand 
for a convenient sourcebook of information 
on current economic conditions in foreign 
countries, the Commerce Department has 
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issued as a second volume of its annual 
commerce yearbook a compilation of facts 
and figures on sixty-one different markets. 
This is the first time surveys of this kind 
have ever been compiled in a single volume. 

Among the subjects discussed in the year- 
book are foreign trade, finance, currency, 
price movements, labor conditions and other 
matters affecting the general business 
situation. Statistical data on population, 
education, births and deaths, climate, etc., 
are also included. According to Dr. Julius 
Klein, director of the Bureau of Foreign 
and Domestic Commerce, these economic 
reviews and statistics should prove of 
great service to American business in the 
promotion of foreign trade and of safe in- 
vestment of capital im foreign countries. 

The assembling and collating of the varied 
material in this first foreign commerce year- 
book, it is pointed out, has been a task of 
considerable magnitude, involving as it did 
not only current statistics but also those of 
previous years. The work of compiling the 
statistics was carried on under Dr. E. Dana 
Durand, chief of the Commerce Depart- 
ment’s Division of Statistical Research, 
while the economic reviews were prepared 
in the Division of Regional Information 
under Louis Domeratzky. 
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“Information about 


Government departments 


and policies affecting business’ 


9 











You know William H. Putnam, of 
Putnam & Company, Brokers, 6 
Central Row, Hartford, Connecticut. 


He is a financier who believes in 
knowing what is happening in Wash- 
ington all of the time. Up to March 
of 1926 it was difficult for him to do 
this, but then his problem was solved 
by the establishment of The United 
States Daily. 

Here is what he says about that 
publication, 

“I subscribed for The United States 
Daily at the time it was first issued 
and have continued to read it since. 
To me it fills a long felt want of 
supplying in detail the daily doings 
of the Federal Government and of 
the various departments operating in 
Washington. 

“I have felt for a long time that 
I knew very little about how the 


Government functioned and what 
was going on in Congress. The big 
dailies publish little besides big news 
and the public is left in the dark 
regarding the great mass of earnest, 
intelligent Government representa- 
tives and officers who devote them- 
selves to carrying out the business of 
Government. 

“Certainly one learns a respect for 
the way the Government is carried on 
by reading your paper. 

“I find The United States Daily 
of great value in supplying informa- 
tion about Government departments 
and policies affecting business.” 

* * & 

You would find The United States 
Daily useful, also. Three subscrip- 
tion offers are given in the coupon 
below. Or, we will send you sample 
copies if you wish.. 


Che United States Daily 


DAVID LAWRENCE, President 


Established March 4, 1926 


To The United States Daily 
Washington, D. C. 


Washington, D. C. 


Kindly send me The United States Daily as checked below: 


...Six months, $6 
One year, $10 


Addr 


....Two years at $7.50 per year ($15) 
....Sample copies (no charge) 


(Postage Prepaid to any country in the world.) 




















New Edition of 
MacGregor’s Famous Book 


It was twenty-one years ago that T. D. MacGregor began writing about bank 
advertising. A whole generation of bank advertising men has been brought up 
on his writings. Mr. MacGregor is still in the prime of life and actively en- 
gaged in the bank advertising business as vice-president of the we known 
financial advertising agency of Edwin Bird Wilson, Ine. He is the author of 
several books on financial and advertising subjects which have been widely 
circulated. Perhaps the best known is 


MacGregor’s Book of 
Bank Advertising 


We are pleased to announce that a new revised and enlarged edition of 
this standard book is now off the press. It consists of fourteen chapters (four 
of them entirely new) 430 pages, and is profusely illustrated. The Table of 
Contents is as follows: 


IN'TRODUCTION CO-OPERATIVE BANK ADVER- 
COPY AND TYPOGRAPHY TISING 
A NEW BUSINESS PLAN BANKS AS FINANCIAL EDU- 


CATORS 


ADVERTISING MEDIUMS 
BANK EMBLEMS AND SLOGANS 


ADVERTISING COMMERCIAL 


BANKING SERVICES INVESTMENT REAL ESTATE 
SAVINGS ACCOUNT ADVER- AND INSURANCE ADVER- 
“‘TISING TISING 


BUILDING BANK BUSINESS BY 
LETTERS 

MISCELLANEOUS BANK ADVER- 
TISING IDEAS 


TRUST ADVERTISING 
SAFE DEPOSIT ADVERTISING 
ADVERTISING THE COUNTRY 
BANK 
The purpose of “MacGregor’s Book of Bank Advertising” is to provide a 
complete textbook of financial advertising—a work of reference valuable alike 
to the beginner and the expert. It is a complete treatise on bank advertising 
from every angle—the most exhaustive ever published on this subject. Among 
many other features, it contains thousands of paragraphs which can be used for 
copy in writing banking, trust, investment, real estate and safe deposit advertis- 
ing. The chapter on building bank business by letters reproduces a large num- 
her of effective soliciting letters on various phases of bank business. 


Cloth, 430 pp. Price $7.50 postpaid. Sent on approval to any bank or 
trust company. 








USE THIS COUPON 
BANKERS PUBLISHING COMPANY, 

71 Murray Street, New York. 
You may send us a copy of the new edition of ‘“‘MacGregor’s Book of Bank 
Advertising’. After five days we will either send you our check for $7.50 or 
return the book. 
a ee ee ee ee et Pee rt ee ree ee Te ee a er eee ee 


Address ‘ éSeeeiews éee ee wee TERT E TEL CCT CCE CT ee 


Signed by SP Se ee TE COTE UTE eee Pe Ha One ORO e 






































————— 
—_———— 


HE 
Com 
mak 
resolution 
may have 
their own 
out the 
“Resolved 
of the Ne 
make my 
page of th 
Above the 
tration of 
deep in tl 
The tw 
four point 
regard tc 
suggest se 
pany’s bo 
Power,” 
the docu: 
table’s nat 
the fourtl 


Four folk 
life insu: 
been issue 
tional Bar 
Company. 
They are 
cach beari 
topic disc 
tration of 
on the fir 
of text in 


of the b: 


| page 


The fi 
following 
surance 
First Invi 
Preciation 








ank 
up 
en- 
own 
- of 
lely 


of 
our 
of 


‘ike 
ing 
for 
tis- 


im- 


or 
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HE Equitable Trust 
T ‘company of New York 

makes a New Year's 
resolution for those who 
may have neglected making 
their own in a folder sent 
out the first of the year. 
“Resolved: That my first act 
of the New Year shall be to 
make my will,” says the first 
page of this four-page folder. 
Above the words is an illus- 
tration of a man at his desk, 
deep in thought. 

The two inside pages give 
four points of instruction in 
regard to will-making and 
suggest sending for the com- 
pany’s booklet, “Your Will 
Power,” before preparing 
the document. The Equi- 


table's name appears only on 
the fourth page. 


Four folders of a series on 
life insurance trusts have 
been issued by the First Na- 
tional Bank and Union Trust 
Company, South Bend, Ind. 
They are replicas in style, 
cach bearing the name of the 
topic discussed and an illus- 
tration of the bank building 
on the first page, two pages 
of text inside and the name 
of the bank on the fourth 
page 

The folders take up the 
following subjects: “Life In- 
surance Should Be Your 
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First Investment,” “An Ap- 
Preciation of Life Insur- 


ance,” “First and Union 
Banks Believe in Life Insur- 
ance,” and “Valuable Prop- 


” 


erty. 


THE January number of the 
Wachovia, monthly publica- 
tion of the Wachovia Bank 
and Trust Company, North 
Carolina, has as features, 
“The Improved Service to 
Customers That Has Been 


Made Possible by the Policy 
of the Service Charge, and 
the Results to the Bank,” by 
A. W. Sherman; “Farming 
and Its Problems,” by O. J. 
Denny, cashier Trade Street 
office of the bank in Winston- 
Salem; and “The Advertis- 
ing Budget,” by Stewart 
Robertson, professor of jour- 
nalism, North Carolina State 
College. 
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An impressive school 
California’s 


150,000 
\ Sch and Girls have 


_ Accounts 
« with Bank of Italy 


¢ > op: 150,000 school children of this 
\ 


State have millions of dollars on 
deposit in the School Savings Depart- 
ment.of the Bank of Italy—surely the 
average salaried person can save something! 


Bank of Italy's youthful. depositors are 
setting 2 worthy example to their elders. 


Get your name bn a Bank of Italy bank 
book today! Decide now that you 


Bank of Italy 
National italy Company 


I in Ow = 3 
COMBINED CAPITAL INVESTMENT 


43 Branches in the San Prancisco Bey District 


A L=~ B A N EK 


wall be independent! 


ILLION DOLLARS 
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the Competency of 
your Executor 


ic is «Avena cause for great 


means whether or not the Executor selected 
for his estate is competent for the job. 

Why not try out your Executor while you are 
still living? 


You can create a Voluntary or Living Trust of all 

estate and thus check up on the 
Trustee to manage such a business. 
In such a crust you may reserve the power to change 
its terms or revoke it at any time. 


proves to be efficient under 


ee 
‘observation, you may feel confident that it 
anatieheal 
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will be efficient for your 


If the 


is not efficient, you can revoke 
Executor. 


management 
the Trust and find another 
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Capital, Surplus and* 

Undivided Profits, 
$34,000,000 


Here is a business matter that every man of 
means should give thought to. 

Come in tw our Trust Department and feate 
something of the special service we offer. 


THE 


NATIONAL PARK BANK 
OF NEW YORK ~ 214 sROADWAY 


240 Park Avente at 46th Street 
On 


399 Seventh Avenue at 320d Screet 


—_ | 





This trust advertisement of a New York bank 
sets a high standard of typography, layout and 
copy. 


A FORM on which customers 
may list their investments, 
the date, price and quantity 
bought, dividend rates, tax 
features, etc., has been got: 
ten out by the Harvard 
Trust Company, Cambridge, 
Mass. A cover is printed 
separately and the form is so 
arranged that after it is filled 
out, it can be pasted into 
the cover. A card which 
accompanies the form says: 
“Our thought in sending 
you this Investment Record 
Folder is that you may have 
the advantage of an inven- 
tory and income record of 
your securities. If you will 
furnish us with a list of your 
securities we will be glad to 


set up this record on type- 
written form.” 


THE January number of the 
Fidelity Spirit, house-organ 
of the Fidelity National 
Bank and Trust Company 
and its affliated institutions, 
Kansas City, is filled chiefly 
with personal items of inter- 
est from the various depart- 
ments of the banks, and re- 
ports of Christmas festivities 
held during the holiday 


season. 


THE Eastern and Western 
divisions of the Investment 
Research Committee, Finan- 
cial Advertisers’ Association, 
held conferences early in 
February, the former in 


New York and the latter ip 
Chicago. 

A. E. Bryson, vice-pres: 
dent Halsey, Stuart & Co. 
is chairman of the Westem 
division, and the following 
members were expected to 
attend: 


Eugene Bashore, Blyth 
Witter & Co., San Fran 
cisco; Paul Bollinger, Harris, 
Small & Co., Detroit; W. E 
Brockman, Minnesota Loan 
& Trust Co., Minneapolis; 
Charles J. Eastman, Taylor, 
Ewart & Co., Chicago; R. G 
Fields, Caldwell & (Oo, 
Nashville, Tenn.; W. H 
Hodge, H. M. Byllesby & 
Co., Chicago; Joseph Levin, 
A. G. Becker & Co., Chi 
cago; Paul Jenkins, Utility 
Securities Co., Chicago; 
Samuel O. Rice, Investment 
Bankers Association, Chi: 
cago; Ethel B. Scully, Morris 
F. Fox & Co., Milwaukee; 
Horace Towner, Lawrence 
Stern & Co., Chicago; John 
Watson Wilder, Thompson 
Ross & Co., Chicago; C. § 
Yarnell, Lane, Piper & Jaf: 
fray, Minneapolis. 

George Dock, Jr., adver 
tising manager the William 
R. Compton Company, was 
expected to preside at the 
Eastern meeting, which the 
following members of the 
committee were invited t 
attend: 

Arthur M. DeBebias, 
Equitable Trust Company. 
New York; E. H. Kittredge. 
Hornblower & Weeks,, Bos 
ton; H. G. Hodapp, the Na 
tional City Bank, New 
York; H. B. Matthews 
S. W. Straus & Co., New 
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York; Raymond Stanley, Old 
Colony Trust Company, Bos- 
ton. 


loHANNA Murphy, an early 
stockholder in the Bank of 
the Manhattan Company, 
New York, whose dividends 
have been accumulating since 
1825, is the subject of a 
hooklet issued by the bank 
on the subject of will-making. 
What Johanna Murphy 


should have done was to 





ABILITY to 
heodle them” 


Create a Life Insurance Trust! 


E had done weil, this man of forry-fve, who lad bis carefully 


ded 10 bis life sosumace holdings year by year, wonil he hed pro- 
ded amply for all his fammsly s needs 


Bhs be had NOT provided for che handling of these funds. It had 








LOW RATE——LOW COST 


Provident Mutual 
sane Company of Philadelphia, Penna. 





A prominent insurance company 

advertises in general publica- 

tions the advantages of a life 

msurance trust agreement ar- 

ranged with a well established 
trust company. 


make a will, says the bank, 
% that she and her heirs 
would not have suffered the 
losses represented by the un- 
collected dividends and the 
enhanced value of the stock. 


This leads up to the sugges- 
tion to the reader that he 
make a will at once in order 
to avoid similar losses. The 
appointment of the bank as 
executor and trustee is sug- 
gested and the institution’s 
merits in these capacities 
given. 


THE executive committee of 
the Financial Advertisers’ 
Association, made up of the 
association’s officers and 
directors, held its mid-year 
conference at the Edgewater 
Beach Hotel in Chicago 
February 22-23. The financial 
advertising men of Chicago, 
under the chairmanship of 
Charles J. Eastman, advertis- 
ing manager of Taylor, Ewart 
& Company, acted as hosts 
to the committee. 


THE Dairyman’s Coast Bank, 
Valley Ford, Calif., pub- 
lished an interesting booklet 
which has been commented 
on a number of times in 
these columns. It has hit 
upon an ingenious method 
for mailing the publication. 
One side of the cover is 
made wider than the booklet, 
to fold over on the other 
side, where it is fastened 
with the stamp which pays 
for its mailing. The front 
cover contains the address of 
the person to whom the mag- 
azine is sent, along with the 
words, “Here is Your Copy 
of Safety & Service published 
by the Dairyman’s Coast 
Bank—a Progressive Country 
Bank for Progressive Coun- 
try People.” 

















| Safe, Convenient Travel-Funds 


LETTER of Credit, issued by the Ilinois 

Merchants Trust Company with its thou- 

sands of direct connections throughout the 

world, provides a safe and convenient means 

of obtaining funds wherever and whenever 
| needed, either in this country or abroad. 
In any part of the world it quickly estab- | 
lishes the identity and standing of the owner. 
It assures ready cooperation and assistance 
should delaying or embarrassing difficulties 
arise. It provides the best and safest known 

! method of carrying funds while traveling. 

1 The officers in our Foreign Banking Depart- 
] ment will gladly explain the many uses and 
advantages of our Letter of Credit and the 
world-wide banking service we offer travelers. | 


ILLINOIS MERCHANTS 
TRUST COMPANY 


Capital & Surpias 45) Million Dollars 


LA SALLE, JACKSON, CLARK AND QUINCY STREETS - CHICAGO 











An advertisement of unusual 

merit published in behalf of 

the foreign department of a 
Chicago bank. 


THE week of February 27 
was designated by the Inter- 
national Advertising Associa- 
tion as Financial Advertising 
Week and all advertising 
clubs in the United States 
were asked to feature the 
subject of financial advertis- 
ing at their meetings that 
week. 

Harrison B. Grimm, of 
the Guardian Detroit Bank, 
Detroit, Mich., as chairman 
of a special committee for 
the purpose, prepared for 
the Financial Advertisers’ 
Association a prospectus 
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giving ideas as to speakers, 
exhibits and a detailed pro- 
gram which was sent to all 
the advertising clubs for 
their use. 


An elaborate booklet has 
been issued by the Fifth 
Third Union Trust Co., of 
Cincinnati, Ohio, entitled 
“A Story of Service.” The 
booklet tells in interesting 
fashion of the seventy years 
of service rendered by the 
bank to Cincinnati and the 
surrounding community since 
the bank’s organization in 
1858. 

The greater part of the 
booklet is taken up with the 
story of the bank’s organiza- 
tion and growth. This is 


profusely illustrated with 
old-time photographs of the 
city and, especially, of build- 
ings where now stand offices 
of the Fifth Third. In the 
last few pages of the pamph- 
let are listed the former 
presidents of the institution 
and its predecessors, the 
present officers of the bank 
and its subsidiaries, the Fifth 
Third Union Company and 
the Fifth Third Safe Deposit 
Company. 

Two-color printing and an 
attractive cover add to the 
appearance of the publica- 
tion. 


THE Minnesota Loan and 
Trust Company, Minneap- 
olis, is distributing an at- 





keeping with’ your wishes. 


Max Ornes 
Y ge Brosdwey 


Your Wife Will Receive 
Only One-Third 


—of your securiti¢s, cash, and other personal property, 
and only one-third of the sscome from your real estate, 
if you leave no will and are survived by your wife and one 
or more children or grandchildren. 


Perhaps this is satisfactory to you, but-to 
many men it is not, and when it is brought 
to their attention they very quickly see the 
necessity for prompt action in mmking a will, 


May we suggest that you let your lawyer 
advise you fully as to the effects of leaving 
no will in this State and have him. pre- 
pare a will that will assure a distribution in 


By appointing the Guaranty Trust Company 
of New York as executor and trustee under 
your will you can assure responsibility and 
experience in all the affairs of your estate. 


Guaranty Trust Company of New York 


Furra Avenve Ovnce 
Fich Ave. & 4th Se. 


Ail of our services are available at all of war Offices 





Maswos Avan Ornes 
Madioos Ave, & Goth St. 











Oar cownr vee 





One of the excellent trust advertisements that this 


bank has been publishing consistently. 









tractively gotten up bookle 
on the Red River Lumbe 


Company, for which th 
bank has_ underwritten 
bonds. 


The book is excellent in 
typography and layout and 
is printed in two colors—rus 
and black on manila paper, 
with cover in the rust shade 

Two pages of the book are 
devoted to a portrait and 
sketch of the president of 
the company, while the res 
is occupied with the history 
of the company and numer: 
ous illustrations showing 
various phases of the lumber 
industry. 

The only reference made 
to the Minnesota Loan and 
Trust Company is made on 
a separate sheet, similar to 
the booklet in style, which 
accompanies the _ booklet. 
This tells of the desirability 
of timber bonds as an invest’ 
ment. 


THE new text book of the 
Financial Advertisers’ Assv 
ciation, Advertising Invest 
ment Securities, is ready for 
distribution, according to 
announcement by Preston E 
Reed, executive secretary of 
the association. 

The book was written by 
members of the Investment 
Research Committee and was 
edited by Samuel O. Rice, 
educational director of the 
Investment Bankers Associa 
tion. The volume tel, 
among other things, how t 
measure investment advertis 
ing, where wider markets 
can be obtained, how to spend 
money so as to prevent waste 
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ind what methods to follow 
in building lists. 

The book was published 
ty Prentice-Hall, Inc. Copies 
nay be secured through the 
Financial Advertisers’ Asso- 
cation, 231 South LaSalle 
treet, Chicago, for $5 each. 


Tue State Street Trust Com- 
pany, Boston, has issued 
another folder, similar to 
that described in this depart- 
ment in December. The 
atlier one dealt with the 
“Economy of a Trust” while 
the present one is entitled 
“The Protection of Life 
Insurance Proceeds.” The 
syle is similar in both cases. 
A letter from the president 
of the bank on the first (out- 
side) page of the four-page 
leaflet describes briefly what 
is contained in the following 
pages, which it urges the 
prospect to read. 

The letter reads: “Life 
Insurance fails in its purpose 
unless it really insures—in- 
sures the future comfort and 
happiness of those for whose 
benefit it is carried. 

“This folder tells briefly 

how Life Insurance funds 
should be protected. Many 
other details are explained in 
our book “What a Trust Can 
Do’ which we urge you to 
read.” 
The simplicity of the 
tolder makes it conspicuous 
in this day of informality 
and high-powered salesman- 
ship in direct-mail advertis- 
ing. 


MemBers of the Inter- 
national Advertising Asso- 





















OO prancuts 


in TORONTO 


—located at convenient 
city points—are waiting 
to serve you. 


Whether you wish to 
Start @ savings account— 
a business account—buy 
foreign exchange—rent a 
Safety Deposic Box—or 
avail yourself of any other 
of the many modern bank- 
ing facilicties—you are as- 

sured the most prompt 

mi = and_ efficient service at all 
si branches of this Bank. 


DOMINION 
BANK 


Established 1871 an 








Call at our 





A well planned advertisement of a large Canadian 
bank calling attention to the number and convenient 
location of its branches in the city of Toronto. 


ciation residing within the 
fifth district held a_confer- 
ence at the Pantlind Hotel, 
Grand Rapids, Mich., Jan- 
uary 23-24, with a finan- 
cial advertising departmental 
meeting on Tuesday after- 
noon, January 24. Guy W. 
Cooke of Chicago acted as 
chairman. 


The addresses included: 
“The Financial Advertisers’ 
Association and its Benefits,” 
Clinton F. Berry, president 
of the association and vice- 
president of the Union Trust 
Company of Detroit; 
“Psychology and Financial 
Advertising,” Charles H. Mc- 
Mahon, director of advertis- 
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An attention-compelling com- 
bination of copy, layout 
and art work. 


ing First National Bank of 
Detroit; “The Problem of 
Building and Loan Competi- 
tion,” Charles S. Anderson, 
assistant cashier Ohio 
National Bank, Columbus, 
Ohio; “The Life Insurance 
Trust,” John A. Reynolds, 
vice-president the Union 
Trust Company, Detroit; 
“Development of the Bank 
Bond Department,” Alfred 
Howell, manager bond de- 
partment Woodlawn Trust 
& Savings Bank, Chicago. 


A BooKLeT to sell St. Louis, 
the services of the newly 
established industrial real 
estate department of the First 
National Bank in St. Louis 
and the many departments 
of service of that institution 
has been prepared by Frank 
Fuchs, manager of publicity 
of the First National, for 
distribution to large cus- 
tomers and prospects of the 


bank not located in St. Louis, 
for the purpose of getting 
them to locate factories or 
branches in that city. 
According to the bank's 
plans, the booklet was to be 
mailed to every large cor- 
poration or firm that, accord- 
ing to the bank’s analysis, 
should have a plant in St. 
Louis. Prior to sending out 
the publication, a letter was 
to be sent out to an indi- 
vidual in each company tell- 
ing him that the book had 
been mailed to him. On the 
front cover of the book was 
to be printed the name of 
the person to receive it. 
Thirty-six pages of graphic 
illustrations and copy tell 
the many conditions favor- 
able to industry in St. Louis. 


Where Your Dollar 
Buys. More 


NE of the leading mmvest- 
ment banking houses, in a 
recent advertisement, pointed 
out that while your dollar today 
ve less in commodities and 
—it purchases a far 

grote a more of electric light 


Here is a eel dollars-and 
cerits example of the great public 
service rendered by electric light 
and power — the indispensable 
industry which has made possible 
the building of our cities, gwen 
us communication and transpor- 
tation on land, sea and in the «ir 
—and aided in practically every 
phase of modern civilization 
In bringing to mankind these 
a gifts, the a industry of 
electric light and power has em- 
ployed the pice’ aterd service which 
commercial banking makes avail- 
able to all branches of commerct 
it 


FIDELITY TRUST 
CoMPANY 
OrNew Yoru 


MAIN OFFICE, 120 BROADWAY 


Well-written copy on the 

service commercial banking 

has rendered to great in- 
dustries. 


A A Bank That Appeals To| 
| Hard-Headed Business Men 
| ‘Some of the Gre thags ss bash whah s bums mm 
jooks ware — carta. surplen undruded prof cmb 
‘Satery — chats a eae 
wo banking om 
We invite trom you the ment critical nahes fl ow 
financial macement trom the mandpea: of mreng 
and salery, 
We bebeve you will agree shat ane who appreciate the 
pw ar Tock-ribbed banking commectos will be able 
it ebuadascly a: thé Lnuereace 


7 Interest eutomatically edded on Chach- 
(ng Account belances evrraging mar $500 


| _ INTERSTATE TRUST 
| ctw BANKINGG i 


‘Se Chmade Brome 4101 Se Chae Ame, 
Frere Serum Branch: 4716 Frew Se 





An appeal to the business 

judgment of the practical 

business man, published by 
a New Orleans bank. 


The copy is readable and the 
illustrations are effective. 

The central situation of 
the city; its transportation 
facilities, mearness to raw 
materials, fuel, power and 
water; its nearness to the 
center of population; its 
climate; its growth—all are 
described thoroughly. A 
double-page spread advertises 
the bank’s new _ industrial 
real estate department and 
offers its services, while sev 
eral pages at the back of the 
book tell of the other 
services of the First National 

Most effective is a 
production in color of 3 
painting — that of Lind 
bergh’s flight across the At 
lantic—on the inside cover 
Below it are the words 
“Progress Spirit o 
St. Louis.” 
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CONTROVERSY OVER 


HE following letter, under date of 
| Maes 1, signed by J. F. Sartori, 

president of the Security Trust & 
Savings Bank, Los Angeles, Cal., deals 
with a matter of great direct interest 
to that bank and one that is likely to 
become of practical concern to many 
banks, especially in those communities 
where state-wide branch banking is 
permitted.—Editor. 


Dear Sir: 

You may have read in the issue of 
February 6, of the Wall Street Journal 
that “United Bank & Trust Co., rep- 
resenting merger of United Bank & 
Trust Co., French American Bank and 
Security Trust & Savings Bank, has 
become the Security Bank & Trust Co., 
with headquarters moved from Bakers- 
field to San Francisco. The merged 
bank has 60 offices . . .” 

The statement that the Security Trust 
@ Savings Bank was a party to, or in 
any wise connected with, this merger 
is a misstatement and a serious error on 
the part of the Wall Street Journal. 
This error is but typical of similar errors 
that are taking place every day by 
reason of the recent adoption of a name 
by another state bank in California so 
similar to our Own as to cause serious 
and entirely unnecessary confusion. The 
following is a brief statement of the 
situation referred to: 

A little over thirty-nine years ago this 
bank, the Security Trust & Savings 
Bank, with its principal place of busi- 
ness in Los Angeles, was founded, with 
J. F. Sartori as cashier. Since 1894 he 
has been its president. During the entire 
period of its existence the distinguishing 
and distinctive feature of its name has 
been the word “Security.” It is fa- 
miliarly and popularly known as the 
“Security” or “Security Bank,” and is 
referred to constantly in conversation, 
in correspondence and in the press, by 
this name. For many years it has been 
engaged in a conservative program of 
branch banking expansion under our 
California law, and at the present time 
is operating fifty-three branches, in ad- 


USE OF BANK TITLE 


dition to its head office, in the city of 
Los Angeles and also in other cities in 
southern California. On December 31, 
1927, our bank had deposits of $248,- 
873,445, and had in excess of three 
hundred thousand de posit accounts. 
This bank, during the many years of 
its existence, has become well, and we 
believe favorably, known under the 
name “Security” or “Security Bank” 
not only throughout California, but 
throughout the United States, as a 
conservative, sound and well-managed 
banking institution. 

This was the condition up until about 
the first of October, 1927. Sometime 
prior to that date a financial group, 
dominated by A. P. Giannini of the 
Bank of Italy and its affiliated corpo- 
rations, secured control of the Security 
Trust Company, a bank in Bakersfield, 
some hundred and twenty-five miles 
from Los Angeles, and the Security 
State Bank of San Jose, and the Security 
Savings Bank of San Jose (both under 
the same ownership), some four hundred 
miles from Los Angeles. Each of these 
banks was a relatively small institution, 
purely local in the scope of its opera- 
tions. On October 1, 1927, these three 
institutions were consolidated in a new 
corporation, taking the new name “Se- 
curity Bank & Trust Company.” On 
the same date the Superintendent of 
Banks of this state granted the new 
institution additional branches in parts 
of the state widely separated from 
either of the two localities in which 
either of the constituent banks had 
operated. The first knowledge we had 
of the adoption of this name so similar 
to our own was when the press carried 
the announcement of the consummation 
of the consolidation and of the plan of 
this new institution to spread through- 
out the state under that name. Thus 
the situation was completely changed 
without notice over night. Under a 
different ownership, with a different 
management, with a new corporation, 
and a new name, the new group em- 
barked upon a new policy of expanding 
with great rapidity throughout Cali- 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION: 


Executive Office * BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


$52,156,000 














fornia. The new institution used signs 
and name cuts of the distinctive char- 
acter and very closely resembling those 
used by our bank for many years. The 
press, both local and throughout the 
state, immediately began referring to 
both our bank and the other institution 
as the “Security” and “Security Bank.” 
Numerous instances began coming to 
our attention of confusion resulting to 
our customers and the public, generally, 
by reason of the similarity of names. 
We immediately protested to the 
Superintendent of Banks of this state, 
to the officers of the new corporation 
and to A. P. Giannini. We pointed out 
to them the endless and unnecessary 
confusion which would result from per- 
mitting the use of a name so similar to 
our own by the new corporation for the 
purpose of expanding throughout the 
state with branches. Notwithstanding 
these protests, the new institution con- 
tinued its rapid expansion with the con- 
currence of the Superintendent of Banks 
until at the present time, which is less 
than five months from the date of 
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its inception, the new organization is 
operating over forty-five branch offices 
and a number of nominally independent 
banks throughout the State of Cali 
fornia. As you can readily understand, 
this situation is already creating great 
confusion on the part of the public as 
to the identity of the two institutions, 
and instances of this confusion are daily 
being brought to our attention. If this 
other bank continues its rapid expansion 
the situation will become even worse. 

In order to protect our name and the 
good-will of incalculable value which has 
been built up during the last thirty-nine 
years by this bank, we have brought a 
suit against the Security Bank and Trust 
Company in the courts of California, 
seeking the protection to which we be- 
lieve we are morally and legally entitled. 
We believe that this attempt on the part 
of the other “Security Bank” to infringe 
our rights to our name is without 
parallel in the history of banking in the 
United States. The word “Security” 
has meant nothing historically to the 
other organization—it has meant every’ 











A Co-operating Correspondent 


Here in New York the United States Mortgage & 
Trust Company gives the fullest co-operation in every 
service one bank usually performs for another. 


And in addition to the usual correspondent facilities 
our appraisal department can give reliable real estate 
appraisals anywhere in New York and in 80 other 
large cities all over the United States. 


UNITED STATES 
MORTGAGE & TRUST COMPANY 


Capital and Surplus, $10,000,000 
55 CEDAR STREET 


Other Offices: 


Broadway at 73rd Street 
Madison Avenue at 74th St. 





NEW YORK 


125th St. at 8th Avenue 
Lexington Avenue at 47th St. 








thing to us. In taking over banks and 
acquiring the numerous branches which 
they now operate, they have given up 
bank names under which members of 
this group have operated for many years 
in numerous communities, and have 
taken the name “Security,” under which 
name they had operated in only two 
communities and in a relatively small 
way. We cannot see how the name 
“Security” is vital to them for any 
legitimate purpose. 

We want you to know these facts for 
several reasons: 

In the first rlace, one of our largest 
sources of new business is from the 
banks of the United States. Countless 
new-comers to Southern California are 
referred to our bank by the bankers in 
their home cities who either know, or 
know of, our bank and its officers. It is 
vital to us that the bankers of this 
country be not confused by the very 
natural errors which the Wall Street 
Journal and other papers are daily 


making in their references to the other 
institution. 

In the second place, we believe that 
any banker who has spent many of the 
best years of his life in establishing a 
good name for his institution through 
sound banking practices, will readily 
understand the injury that would be 
done by having a new institution, with 
which his has nothing in common, enter 
the same field with a similar name. 

Finally, we believe that in the busi- 
ness of banking there is an element of 
potential danger in permitting such a 
situation as this to arise. If the deposit- 
ing public should for any reason become 
suspicious as to the integrity, soundness 
or solvency of either institution, then 
by reason of the similarity in names and 
the confusion incident thereto, that 
suspicion would attach itself to the 
other institution, thereby multiplying 
the danger to the general banking situa- 
tion and working untold injury and in- 
justice upon the other institution. 
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Ghe Chase National Bank 


of the City of New York 
57 Broadway 


Statement of Condition at close of Business December 31, 1927 


RESOURCES 

Cash and Due from Banks.$ 226,685,322.54 
Loans and Discounts 582,289,180.56 
U. S. Government Securities 105,784,411.83 
Other Securities 34,734,849.58 
Bank Buildings .... 8,372,342.27 
Redemption Fund—vwv. 

Treasurer 124,875.00 
Customers’ Acceptance 

Liability  ....$63,864,002.04 

Less Amount 


in Portfolio 21,727,239.45 42,136,762.59 


1,164,982.94 
$1,001,292,727.31 


Other Assets 


LIABILITIES 


Capital 
Surplus 
Undivided Profits 
Reserved for Taxes, In- 
terest, etc. 
Dividend Payable January 
3, 1928 a 
Deposits 4 
Due to Federal Reserve 
Bank 
Circulating Notes 
Acceptances $65,447,709.22 
Less Amount 
in Portfolio 21,727,239.45 


Acceptances,’ Bills,  etc., 
Sold with Endorsement 
Other Liabilities 


50,000,000.00 
40,000,000.00 
15,674,848.89 








3,947,221.87 


1,400,000.00 
792,339,491.96 


25,000,000.00 
2,428,900.00 
43,720,469.77 
26,389,192.16 
392,602.66 
$1,001,292,727.31 


Board of Directors 


HENRY W. CANNON 

ALBERT H. WIGGIN 
Chairman of the Board 

JAMES N. HILL 

DANIEL C. JACKLING 
President Utah Copper Co. 

CHARLES M. SCHWAB 
Chairman, Board of Directors, Bethlehem 
Steel Corporation 

SAMUEL H. MILLER 
Vice-President 

NEWCOMB CARLTON 
President, Western 
Company 

FREDERICK H. ECKER 
Vice-President, Metropolitan Life In- 
surance Company 

EUGENE V. R. THAYER 
Chairman, Board of Directors, 
Alegra Sugar Company 

CARL J. SCHMIDLAPP 
Vice-President 

GERHARD M. DAHL 
Chairman, Board of Directors, Brooklyn- 
Manhattan Transit Corporation 

REEVE SCHLEY 
Vice-President 

H. WENDELL ENDICOTT 

JEREMIAH MILBANK 

HENRY OLLESHEIMER 
Vice-President 

ARTHUR G. HOFFMAN 
Vice-President, The Great 
Pacific Tea Co. of America 

F. EDSON WHITE 
President, Armour & Co. 


Union Telegraph 


Punta 


Atlantic & 


ALFRED P. SLOAN, JR. 
President, General Motors Corporation 
ELISHA WALKER 
President, Blair & Co., Inc. 
MALCOLM G. CHACE 
THOMAS N. McCARTER 
President, Public Service Corporation of 
New Jersey 
ROBERT L. CLARKSON 
President 
AMOS L. BEATY 
JOHN McHUGH 
Chairman of the Executive Committee 
WILLIAM E. S. GRISWOLD 
Vice-President, W. & J. Sloane 
HENRY O. HAVEMEYER 
President, Brooklyn Eastern 
Terminal 
WILLIAM A. JAMISON 
Arbuckle Bros. 
L. F. LOREE 
President, The Delaware & Hudson Co. 
THEODORE PRATT 
ROBERT C. PRUYN 
President, National Commercial Bank & 
Trust Company, Albany, N. Y. 
SAMUEL F. PRYOR 
Chairman, Executive Committee, Rem- 
ington Arms Company, Inc. 
FERDINAND W. ROEBLING, JR. 
President, J. A. Roebling’s Sons Co. 
EARL D. BABST 
Chairman, Board of Directors, American 
Sugar Refining Company 


District 
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WHAT BANKS AND BANKERS 
ARE DOING 


CHARLES CASON, vice-president the 
Chemical National Bank of New York 
and chairman of the public relations 
committee the American Bankers As- 
sociation, spoke to the Advertising Club 
of the New York Times at a recent 
meeting. 


ARTHUR W. McCain has been elected 
a vice-president of the National Park 
Bank of New York, in charge of the 
foreign department. Mr. McCain was 
formerly ranking sub-manager of the 
Buenos Aires branch of the First Na- 
tional Bank of Boston. He has been in 
South America for the last eight years. 
four with the National City Bank of 
New York and four with the First Na- 
tional of Boston. He will assume his 
new duties July 1. 


ARTHUR LAZARUS has been appointed 
as a specialist for the development and 
investigation of industrial financing by 
Hallgarten & Co., investment bankers of 
New York. 

Mr. Lazarus is a former chief of the 
cost accounting bureau of the Chamber 
of Commerce of the United States, an 
authority on department store manage- 
ment, for the last five years a consultant 
on management problems of the Metro- 
politan Life Insurance Company, a cer- 
tified public accountant, a Fellow of the 
Institute of Cost and Works Accoun- 
tants of England and a member of the 
New York bar. 


HERBERT W. BELL, Edgar Lockwood 
and John Olyphant, Jr., have been 
appointed assistant vice-presidents at 
the Fifth Avenue office of the Guaranty 
Trust Company of New York. 


WaLtace V. Camp has been elected 
president the Springfield National Bank, 
Springfield, Mass., and Henry A. Field 
has been made chairman of the board 
of directors. Ernest J. Wheeler, cashier, 
has been made vice-president. 

Mr. Camp succeeds the late Henry 


H. Bowman, while Mr. Field’s is a 
newly created office. 

Mr. Camp began his banking career 
in 1909, with the Bellows Falls Trust 
Company, Bellows Falls, Vt. In 1912 
he went to Springfield to take a position 
in the loan department of the Spring- 
field National Bank. He was named 
assistant cashier in 1919 and cashier six 
months later. When the office of trust 
oficer was created in 1926 he was ap- 
pointed to that place in addition to his 
cashiership, and in May of last year he 
was elected vice-president, giving up the 
position of cashier but retaining that of 
trust officer. 

Mr. Field has been in business in 
Springfield since 1890 and has been a 
director of the Springfield National for 
a number of years. He has been active 
in the civic life of the town. 

Mr. Wheeler entered the bank’s em- 
ploy in 1906 as a messenger and has 
advanced through all the bank's posi- 
tions. 


MELVILLE S. NEwcoms, formerly head 
of the foreign department of the 
Webster and Atlas National Bank of 
Boston, has become associated with the 
National Bank of the Republic, Chi- 
cago, as assistant cashier in the foreign 
department. 


James E. McKinney, formerly vice- 
president the Durant National Bank, 
Durant, Okla., and more recently in 
the office of the Comptroller of the 
Currency, Washington, D. C., has been 
appointed special representative of the 
First National Bank in St. Louis, in 
Texas and Oklahoma. 


LAURENCE E. DALTON has been ap- 
pointed an assistant treasurer at the 
Fifth Avenue office of the Guaranty 
Trust Company of New York. 


JoHN T. SprouLt, chairman the ex- 
ecutive committee the Fidelity Trust 
Company of New York, who has been 
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HEAD OFFICE, 5th and Spring Sts. 


Los Angeles, California 


55 Banking Offices In 


Los Angeles, Alhambra, Beverly Hills, Brent- 
wood Heights, Burbank, Compton, Eagle 
Rock, Glendale, Hollywood [4], Huntington 
Beach, Ingiewood, Lankershim, Long Beach [3], Lynwood, 
Monrovia /2], Montebello, Palms-Culver City, Pasadena 
[2], San Fedro, Santa Monica, Sawtelle, South Pasa- 
dena, Van Nuys, and Wilmington, all in the Los Angeles 
Metropolitan Area. 


Over 325,000 Depositors 





Resources Exceed 
$250,000G,000 





Capital & Surplus 
$15,000,000 








associated with the Fidelity and its 
predecessor, the Coal & Iron National 
Bank, for more than twenty-five years, 
has resigned as chairman of the ex- 
ecutive committee and as director. In 
announcing the resignation, James G. 
Blaine, president, paid tribute to the 
services rendered the company by Mr. 
Sproull and said that the board accepted 
the resignation with the keenest regret. 
In order to have the benefit of Mr. 
Sproull’s association, the directors have 
unanimously elected him chairman of 
the advisory committee with executive 
power, and invited him to attend all 
meetings of the executive committee and 
board of ‘directors. 

Mr. Sproull started as a boy in the 
banking business in the old Bank of 
North America, 44 Wall street, as a 
messenger, and later became president 
of the old Varick Bank, a long famous 
land-mark in Varick street, which was 
absorbed in 1904 by the Coal & Iron 
National Bank coincident with the 
founding of the latter. He was the first 
president of the Coal & Iron National 
Bank, having been largely instrumental 
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in the founding of that institution, and 
in 1923 he was elected chairman of the 
board of directors. He served as chair- 
man until the merger with Fidelity- 
International Trust Company in March, 
1926. He was also one of the first 
organizers of the First National Bank of 
Arlington, now the First National Bank 
and Trust Company of Kearney, N. J., 
of which he is still a director. 

To fill the vacancy caused by Mr. 
Sproull’s resignation Charles S. Payson, 
of the firm of Alley and Geer, attorneys, 
111 Broadway, has been elected a mem- 
ber of the board of directors and of the 
executive committee. 


CuHarLes A. FUuLLE has been elected 
to the board of trustees of the Equitable 
Trust Company of New York. Mr. 
Fulle is a brother of the later Frederick 
W. Fulle, a former trustee of the Equi 
table, and is president and a director of 
Truslow & Fulle, president and a div 
rector in the Milton Cork Company and 
the White Metal Manufacturing Com: 
pany, vice-president and a director in 
the North River Bridge Company and 
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Complete 
Banking | 
Service | 





For Banks, Trust Companies, 
Corporations, Firms and Indi- 
viduals requiring the assistance 
of a Chicago Correspondent. 


THE NORTHERN 
. TRUST COMPANY 


Capital, Surplus and Undivided Profits Over $8,000,000 
CHICAGO 
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In the heart of the 
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a director of the First National Bank of 
Montclair, N. J. 


J. B. CHRISTERSON, secretary of the 
National Republic Company, subsidiary 
bond company of the National Bank of 
the Republic, Chicago, has been elected 
vice-president and secretary of that com- 
pany. 


MISSISSIPPI VALLEY TRUST 
ELECTIONS 


THREE officers were promoted and three 
new officers created at the annual elec- 
tion of the Mississippi Valley Trust 
Company, St. Louis. Ralph Bugbee 
was made vice-president; Dale Graham, 
assistant vice-president; and Cecil A. 
Tolin, associate trust officer. 

; The new officers are Lindell Gordon, 
.t, assistant secretary; Charles Herman, 





Rateyw BuGsBee 









assistant trust ofhcer; and Louis R 
Engel, assistant auditor. 

_Mr. Bugbee assumes a vice-presidency 
after twenty-five years’ service with the 
Mississippi Valley Trust Company. He 
was made assistant secretary in 1920, 


Newly 


elected 


vice-president 


the 


Mississippi Valley Trust Company, 
St. Louis, Mo. 


which office he held until his promotion. 
Mr. Bugbee has been active in the 
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KIDDER, PEABODY & CO. 


FOUNDED IN 1865 
ROSTON NEW YORK 


PROVIDENCE NEWARK 





Government Bonds 


Investment Securities 
Foreign Exchange 
Letters of Credit 





We issue confirmed Circular and Commercial Letters of Credit 

in £on BARING BROTHERS & CO., Ltd., LONDON, and their 

correspondents throughout the world; also Letters of Credit 
in $ on 


THE KIDDER PEABODY ACCEPTANGE CORPORATION 
BOSTON or NEW YORK 
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the 
comy 
Mr. Graham, elected assistant vice: ing 
president, has been connected with the exce. 
bank for ten years, and has served as figur 
advertising manager since 1922. He is incot 
a law graduate, a member of the Mis’ to | 
souri Bar and a member of the faculty Man 
of St. Louis University. He has served Moti 
as president of the St. Louis Chapter corp 
of the American Institute of Banking Afte 
and in addition has held various ap: dend 
pointments with the American Bankers requ 
Association. He is chairman of the rema 
committee on analysis of the Missouri earns 
Bankers Association and a director of ing. 
the Financial Advertisers’ Association. share 
$10. 

GENERAL MOTORS MAKES NEW § a cor 
RECORDS maki 


1926 
New records in both sales and profits ie 


were established by the General Motors inten 
Corporation during the year ended stanc 


Date GrRaHaM : 
3 2 CC to the 
Recently elected assistant vice- December 31, 1927, according 
president the Mississippi Valley Trust 
Company, St. Louis, Mo. 


annual report of the company. Ther 

General Motors Corporation net 1997 
earnings for the year 1927 were $235, ino 
American Institute of Banking for many 104,826, after deducting $3,214,183, of $: 
years. which is the corporation's proportion of 1 
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a capable investment subsidiary. 


Ww: you need to employ the banking or collec- 
tion facilities of a St. Louis institution, call on the 
National Bank of Commerce in St. Louis for service. 
Banks in all parts of the United States have found they 
obtain from us a thorough covering of the St. Louis 
Area through a well-organized credit department and 


RESOURCES NEARLY $100,000,000 


National Bank of Commerce 


Seven distinct 
departments 
built for service: 


Commercial 
Savings 
Trust 
Investment 


Foreign 
in St.Louis 











Federal Commeges Hos Company Credit 


Safe Deposit 











the earnings and losses of subsidiary 
companies not consolidated but accru- 
ing to General Motors Corporation in 
excess of dividends received. This latter 
figure appears as a deduction in the 
income account for the first time, due 
to losses of Yellow Truck & Coach 
Manufacturing Company and Vauxhall 
Motors, Limited, of which losses the 
corporation’s proportion was $7,070,176. 
After paying the regular quarterly divi- 
dends on preferred and debenture stock 
requiring $9,109,330 for the year, there 
remains $225,995,496, being the amount 
earned on the common shares outstand- 
ing. This is equivalent to $12.99 per 
share on the common stock as against 
$10.90 for the year 1926 calculated on 
a comparable basis. For the purpose of 
making a fair comparison with the year 
1926, it is necessary to include for that 
year earnings accruing to the minority 
interest of Fisher Body Corporation out- 
standing prior to June 30, 1926. This 
results in $194,645,462 for 1926. 
Therefore, the earnings for the year 
1927 as compared with the year 1926 
On a comparative basis show an increase 
of $40,459,364 or 20.8 per cent. 

There was paid as regular dividends 


con the common stock during the year a 
total of $73,939,478. In addition two 
extra dividends were declared aggre- 
gating $60,896,603. There resulted a 
total declaration of common stock divi- 
dends for the year of $134,836,081. 
This includes the extra dividend amount- 
ing to $43,500,000 paid January 3, 
1928, to stockholders of record Novem 
ber 19, 1927, and compares with total 
cash dividends of $103,930,993 on the 
common stock declared in 1926. 

There were manufactured and sold 
at retail to users at home and abroad, 
through branches, distributors and 
dealers, 1,554,577 cars. This exceeded 
all previous records by 338,751 cars 
and represented an increase of 27.9 
per cent. over 1926. The corporation's 
sales, excluding all inter-company items, 
amounted to $1,269,519,673, an increase 
of $211,366,335 or 20 per cent. over 
the previous year. 

Cash in banks, United States Govern- 
ment securities and marketable securities 
at the close of the year amounted 
to $208,176,198. This compares with 
$135,398,386 at the close of the previous 
year. Sight drafts were $14,649,097; 
inventories $172,647,716; total current 
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Making the Most 


of Your Bank’s Reserves 


to Improve Net 
Profit 


N these days of low interest and 
high operating expense, the aver- 
age bank must keep its reserves em- 
ployed to best advantage to make a fair 
profit. And still it must keep liquid for 
any probable demand which may be 
made upon it. 

That problem varies in every bank 
and must be worked out differently. 
Some banks need to increase their 
earnings ; others need to improve their 
liquid condition. 

The merit of a properly constituted 
bond reserve is that it permits of either 
or both of these things. It serves to off- 
set excessive local commitments by its 
ready marketability and it also serves to 
average up income unduly depressed by 
too large a primary reserve. 

A properly graduated bond reserve 
is thus a flexible buffer between too 
heavy a local commitment, on the one 
hand, and too high a liquid reserve, on 
the other. Overa period of years it 
serves to stabilize a bank’s income. 
It is the modern way of equalizing 
conditions. 

The value of a bond reserve depends very 

much upon the experience and skill with 

which it is constructed. For years we have 
shecialized in this banking problem, work- 

ing with hundreds of different banks. deal- 

ing with all kinas of conditions. This 


enables us to apply the experience of a par- 
allel situation to every case. 


HALSEY, STUART 
& CO. 


INCORPORATED 
CHICAGO NEW YORK PHILADELPHIA 
201 S. La Salle St. 14 Wall St. 111 8. Fifteenth St. 


DETROIT CLEVELAND ST. LOUIS 
601 Griswold §t. 925 Euclid Ave. 319 North 4th St. 


BOSTON PITTSBURGH MILWAUKEE 
85 Devonshire St. 307 Fifth Ave. 425 East Waser St. 


MINNEAPOLIS 
608 Second Ave., S. 
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assets $432,280,123; current liabilities 
$159,356,147. This leaves an excess of 
current assets over current liabilities of 
$272,923,976. The total of capital stock 
and surplus increased $123,477,765, of 
which $94,373,598 is accounted for by 
earnings reinvested in the business, and 
the balance of $29,104,167 by the 
sale of $25,000,000 par value General 
Motors Corporation 7 per cent. pre- 
ferred stock in February, 1927. Invest- 
ment in real estate, plant and equip- 
ment at December 31, 1927, was $480,- 
473,508 compared with $434,373,903 at 
December 31, 1926, an increase during 
the year of $46,099,605, representing 
an expansion in the corporation’s facil- 
ities. Reserves for depreciation of real 
estate, plants and equipment show a 
net increase of $17,980,600. The net 
balance in real estate, plant and equip- 
ment accounts of $338,600,569, after 
depreciation, shows an increase of $28, 
119,005 over the previous year. Invest- 
ments in affliated and miscellaneous 
companies of $98,262,014 increased 
$18,546,191 over the previous year. 


TO OPEN NEW YORK OFFICES 


THE Los Angeles-First National Trust 
& Savings Bank and the First Securities 
Company, Los Angeles, will open joint 
offices in New York about March 15, 
according to announcement by Henry 
M. Robinson, president the former insti 
tution. Paul K. Yost, recently elected 
a vice-president of the bank, will be in 
charge of the offices. 


MIAMI BANK STATEMENT 


STATEMENT of the First National Bank 
of Miami, Fla. as of December 31, 
1927, shows capital of $1,200,000, 
surplus of the same amount, undivided 
profits of $128,201, deposits of $19, 
043,854 and total resources of $21,637, 
855. 


OPENS LONG ISLAND BRANCH 


THe Chatham Phenix National Bank 
and Trust Company, New York, has 
announced the establishment of a branch 
in Long Island City. This is the first 
time the bank has opened a new branch, 
the others of the fourteen offices of the 
bank having been added by acquisition 
of existing banks. 
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Cordial Cooperation 


in handling Boston and New England banking and 
fiduciary matters in an efficient and expeditious 


manner is to be found at 


THE 


State Street Trust Company 


Allan Forbes, President 


BOSTON, MASS. 


Surplus 














Member Federal Reserve System 
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DR. FOSDICK TO ADDRESS 
BANKERS 


THE Rev. Harry Emerson Fosdick, 
pastor of the Park Avenue Baptist 
Church, New York City, will speak 
at the family dinner of the Executive 
Council meeting, American Bankers As- 
sociation, according to Thomas R. 
Preston, president of the association. 
The dinner will be held on the evening 
of Ajpril 18, the meeting having been 
set for April 16-19, at the Bon Air- 
Vanderbilt Hotel, Augusta, Ga. 

Dr. Fosdick, in addition to occupying 
a position as a distinguished clergyman, 
is professor of practical theology at the 
Union Theological Seminary in New 
York and is also the author of many 
religious works. 

The Executive Council meeting of the 
American Bankers Association is one of 
the most important national gatherings 
for bankers. Bank representatives at- 
tend from all parts of the country in 
Proportion to banking membership in 
the association in each state and a large 
part of the administrative business of 


the organization is transacted, reports 
being received from all the divisions, 
sections, commissions and committees of 
the general body. 


BETHLEHEM STEEL REPORT 
FOR 1927 


Report of the Bethlehem Steel Corpo- 
ration for 1927 showed earnings during 
the fourth quarter of the year, after 
deducting all charges and preferred divi- 
dends, of $.37 per share on the common 
stock, as compared with $.61 per share 
in the third quarter, according to state- 
ment by E. G. Grace, president. Total 
earnings for the year, he said, were 
$5.02 per share compared with $7.48 
for 1926. 

“Gross sales and earnings for 1927 
aggregated $271,502,891 compared with 
$304,361,805 for 1926. The total 
amount of new business booked during 
the year amounted to $280,199,101 as 
compared with $283,707,678 for 1926. 

“The value of orders on hand De- 
cember 31, 1927, was $58,609,006 as 
compared with $52,321,794 at the end 
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SUNTAN iN 


Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,500,000 Undivided Profits $445,000 


JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


INNUUNONL.UATAUU LAUT 
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of the previous quarter, and $49,912,- 
796 on December 31, 1926. 

“Operations averaged 60.5 per cent. 
of capacity during the fourth quarter 
as against 69.3 per cent. during the 
third quarter, and 73.6 per cent. for the 
entire year, as compared with 81.1 per 
cent. for the previous year. The rated 
steel capacity of the corporation has 
been increased, effective January 1, 
1928, from 7,600,000 tons to 7,900,000 
tons per annum. Current operations 
are at the rate of approximately 80 per 
cent. of capacity. 

“The balance sheet. of the corporation 
as of December 31, 1927, will show 
current assets over current liabilities of 
$122,262,967 as compared with $128,- 
596,660 the previous year, and a ratio 
of current assets to current liabilities of 
5.0 to 1. Cash and liquid securities as 
of December 31, 1927, amounted to 
$47,796,249 as compared with $50,- 
971,276 on December 31, 1926. 

“The cash expenditures for additions 
and improvements to properties in 1927 
amounted to $30,530,306. The esti- 
mated cost to complete construction 
authorized and in progress as of De- 
cember 31, 1927, was $13,850,000.” 


FIDELITY-PHILADELPHIA 
ANNUAL REPORT 

NeT earnings of the Fidelity-Phila- 
delphia Trust Company, Philadelphia, 
for the year ended December 31, 1927, 
were $2,498,295. From this was taken 
a further charge-off of $73,451 for mis- 
cellaneous items and losses on securities 
sold. Four quarterly dividends of 6 
per cent., or $402,000, were paid, 
amounting to $1,608,000. 
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THOMAS BLAKE, Secretary 
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From the undivided profits account 
$200,000 was transferred to the reserve 
fund for building, making the undivided 
profits account $3,879,356, a gain for 
the year of $616,844. The transfer of 
$200,000 makes the building reserve 
$1,000,000. 

Capital of the bank is $6,700,000, 
surplus $21,000,000, deposits $90,915, 
418 and total resources $130,915,021. 


SAVINGS CONFERENCE IN 
CHICAGO MARCH 15-16 


SAviNGs bankers of the Middle West 
are meeting in Chicago March 15-16 
for the fifth annual savings conference 
in the region. Headquarters are at the 
Congress Hotel. 

The following men are in charge of 
the meeting: Arlan W. Converse, vice- 
president First Trust and Savings Bank 
of Chicago, chairman arrangements com: 
mittee; Frederick G. Murbach, manager 
savings department Union Trust Com- 
pany, Chicago, vice-chairman; E. L. 
Jarl, assistant cashier State Bank of 
Chicago, treasurer; D. D. Lovelace. 
manager savings department Harris 
Trust and Savings Bank, Chicago, sec’ 
retary and chairman registration com 
mittee; J. W. Rubecamp, assistant 
cashier Illinois Merchants Trust Com: 
pany, Chicago, chairman attendance 
committee; E. G. Foreman, vice-presi 
dent and cashier Foreman Trust & Saw 
ings Bank, Chicago, chairman entertain’ 
ment committee; H. V. Prochnow, 
Union Trust Company, Chicago, chair 
man publicity committee; R. M. Hansen, 
assistant cashier Northern Trust Com- 
pany, Chicago, chairman reception com- 
mittee; Mrs. Anna Ahsens, savitgs 
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manager Chicago Trust Company, Chi- 
cago, chairman women’s committee: 
W. B. Bosworth, manager service exten- 
sion department Peoples Trust and Sav- 
ings Bank, Chicago, chairman exhibit 
committee. 


LECTURES ON LIFE INSURANCE 
TRUSTS 


SPEAKERS at the fourth of a series of 
lectures on life insurance trusts, being 
given by the Equitable Trust Company 
of New York, were Thomas C. Hen- 
nings, vice-president the Mercantile 
Trust Company of St. Louis, and H. L. 
Standeven, vice-president the Exchange 
Trust Company of Tulsa, Okla. Leroy 
A. Mershon, secretary the Trust Com- 
pany Division of the American Bankers 
Association, presided. 

The meeting was attended by several 
hundred New York City life insurance 
underwriters. 

The general topic of discussion which 
was covered by the two speakers was 
“Settling an Estate a Business Problem.” 
Mr. Hennings gave a survey of the 
essential technical steps to be taken by 
the executor of an estate, the relation 
of the executor and the trustee of an 
estate to the Surrogate Court, and the 
outstanding advantages and disadvan- 
tages of individual and corporate ex- 
ecutors and trustees. Mr. Standeven 
devoted his remarks to the benefits and 
disadvantages of co-executors and co 
trustees, the limitations of a trustee in 
the use of discretionary power and 
the extent to which the use of dis 
cretion is practicable from the stand- 
point of the trustee or the beneficiary 
of an estate. 


PENNSYLVANIA RAILROAD 
STATEMENT FOR 1927 


NET income of the Pennsylvania Rail- 
road for 1927 was the greatest in the 
company’s history, according to the 
year’s income account, which has just 
been completed. The amount of net 
income realized was $68,160,296. It 
exceeded by nearly $600,000 the previ- 
ous record for the year 1926. The net 


income for 1927 equaled 13.6 per cent. 
on the capital stock, as compared with 
13.5 per cent. in the previous year. 

This result was achieved notwith- 
standing a substantial decrease in both 
freight and passenger traffic during the 
year, which became quite pronounced 
in the closing months. The gross rail- 
way operating revenues for 1927 fell 
short by nearly $45,000,000, or 6.3 per 
cent. of those earned in the preceding 
year. 

The loss in gross revenue was offset 
by various economies and increased efh- 
ciency in operation, resulting in a de- 
crease of almost $39,700,000, or 7.2 per 
cent. in operating expenses. There were 
also decreases of $1,400,000 in taxes, 
and $1,307,000 in hire of equipment 
and joint facility rents. An increase 
of $3,347,000 in income from invest- 
ments and miscellaneous income also 
contributed to bring about improved re- 
sults, so that the year closed with a small 
increase in net income, compared with 
1926. 


The Pennsylvania Company 


For Insurances on Livesand Granting Annuities 


Trust and Safe Deposit Company 


Packard Building 


S. E. Cor. 15th and Chestnut Streets 
Philadelphia 


Capital, Surplus and Undi- 
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Member Downtown Office 
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FIDELITY UNION TRUST 
ANNUAL REPORT 


ANNUAL report of Uzal H. McCarter, 
president the Fidelity Union Trust Com- 
pany of Newark, N. J., to the board 
of directors of the company, gave aggre’ 
gate earnings of the bank for the year 
ended December 31, 1927, of $2,134,- 
760. 

“The aggregate capital and surplus of 
the company on December 31, 1926, 
was $10,040,453,” Mr. McCarter said. 
“During the year 1927 the capital of 
the company was increased to an even 
$6,000,000 by the sale of 7500 shares 
at 500 per cent., making the total pro 
ceeds of such increase $3,750,000, of 
which amount $750,000 was added to 
the capital amount and $3,000,000 was 
temporarily added to the undivided 
profits account, of which amount, how- 
ever, $2,250,000 was subsequently trans- 
ferred to surplus account, making the 
total capital, surplus and undivided 
profit account at the close of business 
December 31, 1927, $13,867,017, which, 
taken in connection with the special re- 
serves set up by the company and the 
excess valuations on the company’s se- 
curities, over and above the carrying 
prices, furnishes ample protection to the 
public and our depositors.” 


REGIONAL SAVINGS CONFER- 
ENCE HELD IN SEATTLE 


THE first of the regional savings con 
ferences held under the auspices of the 
Savings Bank Division, American 
Bankers Association, opened at the 
Olympic Hotel, Seattle, Wash., March 
8. The two-day session for the bankers 
438 


of the Pacific and Rocky Mountain states 
was held under the direction of the 
following bankers: Jay Morrison, vice- 
president Washington Mutual Savings 
Bank, Seattle, chairman committee of 
arrangements; C. E. Gaches, vice-presi- 
dent Peoples Bank and Trust Com- 
pany, Seattle, vice-chairman; W. E. 
Lucas, assistant vice-president National 
Bank of Commerce, Seattle, secretary; 
J. A. Swalwell, chairman of the board 
Dexter Horton National Bank, Seattle, 
treasurer; Andrew Price, president 
Marine National Bank, Seattle, chair- 
man program committee; J. H. Miner, 
vice-president Seattle National Bank, 
Seattle, chairman attendance committee; 
C. A. Philbrick, vice-president First Na- 
tional Bank, Seattle, chairman local at- 
tendance committee; J. C. Glass, as 
sistant manager Bank of California, 
N.A., Seattle, chairman registration 
committee; Fowler Martin, vice-presi- 
dent Metropolitan National Bank, 
Seattle, chairman hotel committee; Elmer 
Satterberg, vice-president National City 
Bank, Seattle, chairman publicity com- 
mittee; and Ross Williams, secretary’ 
manager University Mutual Savings 
Bank, Seattle, chairman exhibits com: 
mittee. 


COMMERCE TRUST SPEEDS UP 
TRANSIT BUSINESS 


THe Commerce Trust Company of 
Kansas City recently established twenty: 
four-hour transit service which, accord- 
ing to executives of the bank, will mate- 
rially speed up the dispatch of the bank’s 
transit business. As is the system in 
many banks over the country, the Com- 
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merce operates in one division the clear- 
ing-house department, the distribution 
department and the transit. To carry 
on the work of this division requires 
the services of 107 clerks. They operate 
in three shifts, the first from 8 a. m. 
until 6 p. m.; the second, from 5 p. m. 
until midnight; the third, from mid- 
night until 8 o’clock in the morning. 

Mail is received from and delivered 
to the post office every thirty minutes 
during the entire day and night. The 
department operates according to com- 
plete mail train schedules, so that a 
transit item is sent out in the first mail 
that leaves Kansas City. 


SOUTHERN REGIONAL SAVINGS 
CONFERENCE APRIL 5-6 


THE southern regional savings con- 
ference, to be held under the auspices 
of the Savings Bank Division, Ameri- 
can Bankers Association, will be held in 
Richmond, Va., April 5-6. The con- 
ference is open to representatives of all 
banks and trust companies who are 
members of the American Bankers As- 
sociation, whether or not they are 
members of the Savings Bank Division. 

States included in the southern con- 
ference are Alabama, Delaware, District 
of Columbia, Florida, Georgia, Ken- 
tucky, Maryland, Mississippi, North 
Carolina, South Carolina, Tennessee, 
Virginia and West Virginia. 

George L. Woodward, president the 
savings bank division, will preside at all 
sessions of the conference, Representa- 
tive speakers will be selected, in the 
main, from banks and trust companies 
located in the southern states and will 


be thoroughly familiar with the problems 
and conditions in that section of the 
country. 

Local committees consist of the follow- 
ing bankers: G. Jeter Jones, vice-presi- 
dent First and Merchants National 
Bank, Richmond, chairman of the 
general committee; Charles C. Cooke, 
assistant cashier American National 
Bank, chairman registration committee; 
Frank C. Wood, Staples and Staples, 
chairman publicity committee; W. A. 
Roper, cashier and vice-president Bank 
of Commerce and Trusts, chairman 
banquet and luncheon committee; H. N. 
Phillips, president Broadway National 
Bank, chairman attendance committee: 
Jesse F. Wood, vice-president State 
Planters Bank & Trust Company, chair- 
man program committee; Paul Mayo, 
assistant cashier State Planters Bank & 
Trust Company, chairman entertain- 
ment committee. 


BRONX BANK MERGER UNDER 
WAY 


PREPARATIONS are being made for the 
merger of the Bronx National Bank and 
the Bronx Borough Bank, both of which 
are controlled by the Bank of the Man- 
hattan Company, New York. The 
consolidation would result in an institu- 
tion with combined deposits of approxi- 
mately $25,000,000 and capital and 
surplus of more than $2,000,000 and 
would be in line with the policy of the 
Bank of the Manhattan Company of 
expanding its activities in various parts 

of New York City. 
As a preliminary, the Bronx National 
Bank is seeking conversion into a state 
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institution. The name of the combined 
institution has not been decided on, but 
it probably will be the Bronx Borough 
Bank. The consolidated bank will have 
six branches in the Bronx and will rank 
among the most important financial 
institutions in that borough. 

Since the present management came 
into control of the Bronx National Bank 
in 1925 deposits have increased from 
about $3,000,000 to more than $10,000,- 
000 and the stock has increased in price 
from $125 to $675 a share. The Bronx 
Borough Bank, which also has grown 
steadily in recent years, has deposits of 
about $15,000,000. 

The Bank of the Manhattan Com- 
pany, which has resources of about 
$300,000,000, operates more than thirty 
branches throughout the city, in addi- 
tion to its holdings in banks not operated 
as branches. 


ADDRESSES BANKERS 


GrorceE V. McLAUGHLIN, president 
the Brooklyn Trust Company, Brooklyn, 
N. Y., addressed the New York Chapter, 
American Institute of Banking, at its 
mid-winter meeting. He spoke on crime 
prevention, and presided at the meeting, 
as well. Other speakers included an 
assistant district attorney, justice of the 
Supreme Court and a member of the 
legislature. 


SEABOARD NATIONAL TO 
HAVE SUBSIDIARY 
PLANS are being completed by the Sea- 
board National Bank of New York for 
the organization of a securities company 
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to engage in the distribution of securi- 
ties to the public and conduct dealings 
in securities which are not within the 
powers of a national bank. 

The capital stock of the company will 
be distributed pro rata to share-holders 
of the bank. The company, which will 
be known as the Seaboard National 
Corporation, will have a capital of about 
$2,250,000. The bank has a capital of 
$9,000,000, consisting of 90,000 shares. 


BANCITALY BUILDS NATIONAL 
BOND SALES ORGANIZATION 


PLans have been completed by the 
Bancitaly Corporation for its entry into 
the field of bond distribution on a 
nation-wide scale and a sales force is 
being gathered and other necessary steps 
taken which will place the corporation 
in direct competition with the leading 
retail bond organizations of the country. 
It also will become one of the most 
important originating houses for new 
issues of securities. While planning to 
do a general bond business the Bancitaly 
Corporation will specialize in foreign 
securities, and for this purpose it is 
opening offices in London, Paris and 
other European capitals. 

The reaction in Wall Street to the 
approaching aggressive entry of the 
Bancitaly Corporation into the bond 
business was that it would make even 
more difficult the lot of a small bond 
house in competition for bonds to sell 
and clients to whom sales may be made 
It is pointed out that many of the 
smaller houses have found it increas 
ingly difficult to get large allotments on 
attractive new offerings put out by the 
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originating houses, because of the in’ ganizing its bond selling force. The 
y the creasing concentration of bond selling great buying power of the banks con- 
y into in the hands of a few of the larger retail trolled by the Bancitaly Corporation 
on a organizations. The Bancitaly Corpora- gives the company a special market for 
roe tion will be an additional competitive securities which is expected to aid mate- 
steps factor of large resources. rially in underwriting operations. 
ration It is pointed out that an organization Started in 1919 as the holding com- 
ading of this kind is assured of a large dis’ pany for the East River National Bank 
intry. tribution power from the start, both in of New York, by the present move the 
most view of the large buying power of its Bancitaly Corporation will add to its 
new affliated organizations and its aggressive other activities that of a large invest- 
ng to methods of doing business. Therefore ment banking house, distributing secur- 
citaly it will be in a position to get unusually ities to the public on a large scale. At 
reign large allotments on new issues put out present, it is primarily a holding and 
it is by other leading houses, which will be finance company, and the entry into the 
and sold in addition to its own originations. field of bond distribution will be the 
f «= It is learned that the Bancitaly Corpo first occasion on which the Bancitaly 
> the ration already has friendly connections Corporation will deal directly with the 
the with a number of Wall Street’s largest public to an important degree. 
bond firms. 
even It is learned that the Bancitaly Cor’ |[NVESTMENT TRUSTS PLAN TO 
bond poration proposes to gather together ORGANIZE 
) sell one of the largest bond selling forces 
nade in the country. It is felt by the man- A PLAN to organize the leading invest 
the agement that the rapid growth of the ment trusts of the country for the 
reas’ organization has given it an unusual purpose of furthering their mutual in- 
ts on | measure of public good-will, which it terests was begun recently at a dinner 
y the Proposes to realize upon through or given by Travis H. Whitney, a director 
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of the United States Shares Corpora- 
tion, New York, for a number of invest- 
ment trust executives. 

Among those present were Leland R. 
Robinson, president the Second Inter- 
national Securities Corporation; Edward 
B. Twombly, a director the Insuran- 
shares Corporation; and Louis H. Sea- 
grave, president the American Founders’ 
Trust. 

The idea of the association is expected 
to result in more good to to this type 
of endeavor than control through out- 
side legislation. The association, if 
organized, will form a special commit- 
tee, it is reported, to work with the 
Attorney General of New York State 
in the formulation of a new law govern- 
ing investment trusts. A group of 
lawyers associated with certain invest- 
ment trusts already has formed such a 
committee, and is at work upon details 
of its plan to co-operate with the At- 
torney General. 


INTERNATIONAL INSTITUTE 
PLANS DEVELOPMENT 


PLANS for developing the work of the 
Institute of International Finance, ap- 
proved at a recent .meeting of the 
organization's advisory council held at 
the Bankers Club in New York, in- 
clude the publication twice a month of 
bulletins of facts pertaining to the 
finances of foreign governments that 
have been, or may be, borrowers in this 
countrys market. The council also 
favors a campaign to bring more or- 
ganizations and individuals into member: 
ship in the institute. 

Dean Madden of New York Uni- 
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versity is director of the institute. The 
executive committee includes A. M. 
Pope of Boston, Dr. G. W. Edwards, 
Major B. Foster, Robert Grant, Jr. 
J. R. Swan and J. T. Madden, of New 
York. 


FOUNDERS TRUSTS REACH 
$100,000,000 MARK 


Bonp and share capital of the Ameri: 
can Founders group of investment 
trusts, invested or available for invest- 
ment, is being brought up to more than 
$100,000,000 through new financing of 
the American Founders Trust and a 
$7,000,000 issue of debentures of the 
Second International Securities Corpo- 
ration, New York. 

The trust is fiscal agent also for In 
ternational Securities Corporation of 
America and United States and British 
International Company, Ltd. The four 
organizations are said to constitute the 
largest investment trust group in the 
United States. International has cash 
and investments exceeding $54,000,000; 
Second International, $21,000,000, and 
United States and British, $10,000,000. 

Capital of American Founders Trust, 
subtracting its investment in the junior 
shares of the affiliated companies, brings 
the total to more than $100,000,000. 

Debentures of Second International, 
offered recently, bearing 5 per cent. cou’ 
pons, were priced at 95'/2 and interest, 
yielding above 5.35 per cent. Its prin 
cipal business is the investment and 
reinvestment of its resources in do 
mestic and foreign securities. Its assets 
now include more than 400 different 
governmental, railroad, public utility, 
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industrial and other securities. Cash 
and investments upon completion of this 
financing, will exceed $21,000,000, over 
300 per cent. of its total funded debt. 


SECURITIES COMPANY FOR 
CHATHAM PHENIX 


FoRMATION of a securities company to 
be known as the Chatham Phenix Cor- 
poration has been approved by the di- 
rectors of the Chatham Phenix National 
Bank and Trust Company of New 
York. The proposed company is the 
outgrowth of a security department 
organized by the bank last year and 
will overcome the limitations put on 
national banks when business of this 
sort becomes of sufficient volume. 

The relations of the new company to 
the bank will be similar to those of the 
National City Company to the National 
City Bank, the Chase Securities Com- 
pany to the Chase National Bank, etc. 

The board of directors contemplates 
the issuance of 135,000 shares of no- 
par value in the new company on a 
share-for-share basis, at $10 a share, to 
present stockholders of the Chatham 
Phenix National Bank and Trust Com- 
pany. Organization plan will be sub- 
mitted by Ellis P. Eaarle, president of 
the Nipissing Mines Company; Richard 
H. Higgins, first vice-president of the 
bank; Haley Fiske, president of the 
Metropolitan Life Insurance Company; 
Louis G. Kaufman, president of the 
bank; and General Samuel McRoberts, 
chairman of the board, who will act as 
trustees of the stock of the new com- 
pany. 


PHILADELPHIA BANKS IN 
BIG MERGER 


THE board of directors of the Phila- 
delphia-Girard National Bank and the 
Franklin Fourth Street National Bank, 
doth of Philadelphia, have voted to con- 


solidate the two institutions, the result- 
ing bank to be known as the Phila- 


o BLANK-STOLLER, INC. 
Levi L. Rue 


Chairman of the board the Phila- 

delphia-Girard National Bank, Phila- 

delphia, who will be chairman of the 

board of the Philadelphia National 
Bank. 


delphia National Bank. The consolida- 
tion will become effective April 9 if 
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stockholders of the two banks approve 
the action. 

Capital, surplus and undivided profits 
of the Philadelphia National will exceed 
$53,320,000 and total resources will be 
in excess of $350,000,000, making the 


© stanx-sto.cer, inc. 


JoseEPpH WAYNE, JR. 
Who will be president of the new 
Philadelphia National Bank, Phila- 
delphia, to be formed by the consoli- 
dation of the Philadelphia-Girard 
National Bank and the Franklin 
Fourth Street National Bank. Mr. 
Wayne is now president of the 

Philadelphia-Girard. 


new bank rank among the largest in the 
country. 

The board of directors of the new 
bank will, according to the plan of con- 
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solidation, include the present members 
of both boards and the present executive 
personnel and staff of both banks will 
be retained. 

Levi L. Rue, chairman of the board 
of the Philadelphia-Girard, will be chair- 
man of the board of the new bank: 
E. F. Shanbacker, president the Franklin 
Fourth Street, will be chairman of the 
executive committee of the new organi: 
zation; and Joseph Wayne, Jr., presi- 
dent the Philadelphia-Girard, will be 
president. 

Business of the new bank will be 
carried on at the main offices of the 
two institutions and at a branch office 
of the Franklin Fourth Street, at 32nd 
street and Lancaster avenue. 


NORTH AMERICAN TITLE GUAR: 
ANTY INCREASES CAPITAL 
THE capital stock subscribed of the 
North American Title Guaranty Com- 
pany, New York, has increased since 
December 31, 1926, from 995 shares, 
representing $99,500, to 5056 shares, or 
$505,600. The surplus subscribed has 
increased from $24,875 to $126,400 in 
the same period, according to the De 
cember 1, 1927, statement of the com- 

pany. 

Net capital and surplus paid in to 
December 31, 1927, amounted to $447, 
938. During the month of January, 
1928, a gain of 210 shares has increased 
the capital stock subscribed to $526,600. 

Fifty-two mortgage loans amounting 
to $377,500 were made by the com: 
pany in 1927 and up to December 31, 
1927, the company sold, guaranteed, 
six mortgages amounting to $43,000 
and seven mortgage certificates amount’ 
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ing to $8500, leaving unsold mortgages 
amounting to $321,500 and mortgage 
certificates of $4500. 


A. P. GIANNINI ACQUIRES IN- 
TEREST IN BANK OF AMERICA 


NATION-WIDE interest has been aroused 
in the announcement that A. P. Gia- 
nnini, founder of the Bank of Italy of 
San Francisco and identified with the 
nationally known Bancitaly Corpora- 
tion, has acquired the entire holdings 
of the Jonas interests in the capital stock 
of the Bank of America, New York. 

Edward C. Delafield will continue as 
president and the directors, officers and 
personnel of the Bank of America will 
remain as heretofore, except that Dr. 
A. H. Giannini, president of the Bowery 
and East River National Bank of New 
York, a brother of A. P. Giannini, and 
Leo V. Belden, vice-president of the 
Bancitaly Corporation, have been elected 
directors and members of the executive 
committee of the bank. Dr. Giannini 
has also been elected chairman of the 
board. 

Plans are now under way for the 
absorption of the Bowery and East 
River National Bank which will ulti- 
mately result in an institution having 
capital funds of approximately $23,- 
000,000 and total resources in excess 
of $300,000,000. The issuance of ad- 
ditional stock will almost simultane- 
ously increase the capital funds to about 
$50,000,000. The Bancitaly Corpo- 
ration and the Bank of Italy, moreover, 
are planning to distribute their holdings 
of Bank of America stock among 50,000 
or 60,000 shareholders throughout the 
United States, giving the bank the bene- 
ft of the widest distribution of stock 
enjoyed by any bank in the country. 

The Bowery and East River National 
Bank has sixteen offices in Greater New 
York which, with the eight maintained 
by the Bank of America, will bring the 
number of offices of the new combina- 
tion to twenty-four. 

Edward C. Delafield, president, an- 
nounced the termination February 8, 
of the voting trust agreement covering 
deposit of the Bank of America stock, 


NEW BUSINESS 
MANAGER 


A large New York banking institu- 
tion with branches throughout the 
city, is seeking a live, energetic ex- 
ecutive to head its New Business 
Department—preferably one with 
credit experience. A rare oppor- 
tunity is offered to the right in- 
dividual. Write stating age, ex- 
perience, education and salary ex- 
pected to P. O. Box 49, Trinity 
Station, New York. 








thus bringing to a close the protective 
arrangement that had been thrown 


arcund the bank early in 1925 when 
news first became public that outside 


A. P. Giannini 


Founder and chairman advisory com- 
mittee Bank of Italy N. T. and S. A., 
who has acquired the Jonas holdings 
in the Bank of America, New York. 


interests were seeking control of the 
116-year-old institution. 

The New York Times of February 27 
says: 

“In announcing his plans for wide 
distribution of the stock of the Bank 
of America, Mr. Giannini said that he 
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GRACE 
National Bank 


Offers to its banking correspon- 
dents in all parts of the United 
States specialized international 
banking service. Exceptional con- 
nections in South and Central 
America. 


Hanover Sq. New York 
Special Representative 
148 Leadenhall St., London, E.C.3. 
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was opposed in principle to the control 
of banks by the deposit of shares. His 
views on this policy are considered of 
unusual interest because of the part that 
the voting trust played in the fight for 





Epwarp C. DELAFIELD 


President the Bank of America, New 
York, which has passed into the con- 
trol of A. P. Giannini. 


control of the Bank of America before 
Mr. Giannini entered the situation. At 
the beginning of 1925 Mr. Delafield 
and his associates in the management 
of the bank formed a voting trust and 
called for the deposit of shares by stock- 
holders in order to defeat the efforts of 












the Jonas interests to gain control 
through the purchase of stock in the 
market. The voting trust kept control 
of the bank with Mr. Delafield and his 
associates, but it was attacked in the 
courts and the State Court of Appeals 
recently held the voting trust invalid. 
This put control of the bank in the 
hands of Ralph Jonas, chairman of the 
Financial and Industrial Securities Cor- 
poration and brother of Nathan S. 
Jonas, president of the Manufacturers 
Trust Company. At this point Mr. 
Giannini stepped in and purchased the 
Jonas holdings in the Bank of America. 
His immediate preparations for wide 
distribution of the stock are in line with 
the policies he has followed in building 
up the financial institutions already to 
his credit. 

“Mr. Giannini said. yesterday that 
where a bank management maintained 
friendly relations with its stockholders 
it was not necessary to own a majority 
of the bank’s stock to maintain control. 








Learn a Foreign 
Language 
French, Spanish, Italian, 
German, etc. 
Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
dividual Instruction. Catalogue on 

request. 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Est. 49 years 336 Branches 


New York—30 W 34th St., Tel. Pennsylvania 1188 
Brooklyn—218 Livingston St., Tel. Triangle 1946 


If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 


—_—__—— 
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‘We do not control our institutions 
through ownership but through con- 
fidence in us on the part of the stock- 
holders we serve, he declared. Under 
the plan he has followed with the Bank 
of Italy National Trust and Savings As- 
sociation, which has grown in a quarter 
of a century from a $150,000 state bank 
in California to an institution with re- 
sources of more than $750,000,000, 
employes are receiving stock under a 
schedule that in a few years will give 
them ownership. 

“President Delafield said yesterday 
that the purchase of stock of the Bank 
of America by the Giannini interests 
was made with the enthusiastic approval 
of directors, officers and stockholders of 


travelers will * 


find at either of these two \. 
hostelries a refined serenity of at- \ \ 


. Saastat 
P a haven ngly 





the Fifth Avenue you are located strategically ZH 
to almost everything in New York. V 
Saites of 1, 2 or 3 rooms each Fy 
with Serving Pantry and te 
Ae 














The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8S. C. Columbia, 8. C. 


























Capital $ 1,100,000.00 
Surplus 650,000.00 
Resources .......---. 25,000,000.00 | 
! 
the bank. The long contemplated in- 


crease in the capital stock of the bank, 
Mr. Delafield said, would now take 
place and the business of the bank 
would be greatly facilitated by the new 
resources and connections which re- 
sulted from the purchase. It was a 
plan of the management to increase the 
capital of the bank from its present 
total of $6,500,000 that precipitated the 
first court controversy over the voting 
trust. 

“The present policies of the bank, 
which has a history of 116 years in 
Wall Street, will be continued with the 
assistance and support of the Giannini 
connections both here and abroad.” 


BANKERS TRUST COMPANY 
STATEMENT 


STATEMENT of the Bankers Trust Com- 
pany, New York, as of March 2, 1928, 
shows total resources of $571,085,356. 

Capital of the bank is $20,000,000, 
surplus fund the same amount, and 
undivided profits $22,591,040, making 
total capital resources of $62,591,040. 
Deposits are $463,075,422. 

A. A. Tilney is president of the bank 
and Seward Prosser chairman of the 


board. 


HERRING-HALL-MARVIN BUILDS 
FOR JAPANESE BANKS 


THE Herring-Hall-Marvin Safe Com- 
pany of New York and Hamilton, Ohio, 
is shipping thirty-four bank vault doors 
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to Japan. All these vault entrances, 
most of which are twelve inches in thick- 
ness, are included in orders that have 
recently been shipped, or that will soon 
leave the factory. 

The Nippon Kangyo Bank, Osaka 
branch, will receive six of the doors. 
An equal number have been sent to 
the Yokahama Specie Bank. Five doors 
have gone to the Daiichi Godo Bank 
of Okayama and the Nippon Kangyo 
Bank, Kyoto branch, has six on the way, 
photographs of two of which are shown 
in the section of THE BANKERS Mac- 
AZINE devoted to Examples of Recent 


Bank Building Operations. Eleven doors 
are in the course of construction for the 
Nippon Kangyo Bank at Tokio. 

The usual vault equipment has accom- 
panied the shipment of these doors, in- 
cluding a large number of fireproof vault 
doors and many nests of safe deposit 
boxes. 

Orders for this equipment came to 
America through the Uchida Trading 
Co., Inc., of Tokio, Osaka, Kobe and 
New York, the Japan agents for the 
Herring-Hall-Marvin Safe Company. 


(Continued on page 455) 


COMING BANKERS’ CONVENTIONS 


AMERICAN BANKERS  ASSOCIA- 
TION, Philadelphia, Pa., October, 1928. 
Executive manager, F. N. Shepherd, 110 East 
42nd street, New York City. 

CALIFORNIA BANKERS ASSOCIA- 
TION, Pasadena, June 6-9. Secretary, Fred- 
erick H. Colburn, 628 Mills building, San 


Francisco. 


CENTRAL REGIONAL SAVINGS 
CONFERENCE, Chicago, March 15-16. 
EASTERN REGIONAL SAVINGS 


CONFERENCE, New York City, March 


22-23. Headquarters, Hotel Commodore. 


EXECUTIVE COUNCIL MEETING, 
American Bankers Association, April 16-19, 
Augusta, Ga. Headquarters, Bon-Air Hotel. 
Executive manager, Fred N. Shepherd, 110 
East 42nd street, New York City. 

ILLINOIS BANKERS ASSOCIATION, 
Rock Island, June 20-22. Secretary, M. A. 
Graettinger, 208 South LaSalle © street, 
Chicago. 

IOWA BANKERS ASSOCIATION, 
Cedar Rapids, June 18-20. Secretary, Frank 
Warner, 430 Liberty building, Des Moines. 

MARYLAND BANKERS ASSOCIA- 
TION, Old Point Comfort, Va., May 16-17. 
Secretary, Charles Hann, secretary Merchants 
National Bank, Baltimore. 

MINNESOTA BANKERS ASSOCIA- 
TION, Pequot, June 18-20. Headquarters, 
Breezy Point Lodge. Secretary, F. P. Fellows, 
718 National building, Minneapolis. 


MISSISSIPPI BANKERS ASSOCIA- 
TION, May 15-16. Secretary, George B. 
Power, Capital National Bank building, 
Jackson. 

MONTANA BANKERS ASSOCIA: 


TION, joint meeting with Wyoming Bankers 
Association, Old Faithful Inn, Yellowstone 


Park, September 3-4. Secretary, John 
Romersa, president Bank of Commerce, 
Kalispell. 


NATIONAL FOREIGN TRADE COUN: 
CIL, Houston, Texas, April 25-27. Secre- 
tary, O. K. Davis, India House, Hanover 
Square, New York City. 

NEW MEXICO BANKERS ASSOCIA- 
TION, Tucumcari, May 25-26. Secretary, 
Mrs. Margaret F. Barnes, 724 First National 
Bank building, Albuquerque. 

NEW YORK STATE BANKERS AS: 
SOCIATION, Upper Saranac, June 25-27. 
Headquarters, Saranac Inn. Secretary, Ed: 
ward J. Gallien, 128 Broadway, New York 
City. 

NORTH CAROLINA BANKERS AS- 
SOCIATION, Pinehurst, May 3-5.  Secre- 
tary, Paul P. Brown, Raleigh. 

OHIO BANKERS CONVENTION, Cin- 
cinnati, May 23-25. Secretary, S. A. Roach, 
Huntington Bank building, Columbus. 


PACIFIC AND ROCKY MOUNTAIN 
REGIONAL SAVINGS CONFERENCE, 
Seattle, Wash., March 8-9. 


SOUTH DAKOTA BANKERS ASSO- 
CIATION, Sioux Falls, June 13-14. Secre 
tary, George A. Starring, City Hall building, 
Huron. 


SOUTHERN REGIONAL SAVINGS 
CONFERENCE, Richmond, Va., April 5-6. 


WEST VIRGINIA BANKERS ASSO- 
CIATION, White Sulphur Springs, June 
14-15. Secretary, Joseph S. Hill, vice-pres’ 
dent Capital City Bank, Charleston. 


WYOMING BANKERS ASSOCIATION, 
joint meeting with Montana Bankers Asso- 
ciation, Old Faithful Inn, Yellowstone Park, 
September 3-4. Secretary, Harry B. Hender- 
son, First Joint Stock Land Bank, Cheyenne. 
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EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 
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The Nassau Union Bank, Glen Cove, L. I., N. Y., has been completely reno- 

vated and converted into a most modern structure of Greek Ionic style by 

Holmes & Winslow, bank architects of New York. The night depository, 

shown at the right, was manufactured and installed by the Bank Vault 
Inspection Company, Philadelphia. 
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Perspective study of the new head office building to be erected for the 

Canadian Bank of Commerce, Toronto. The structure will be of stone and 

granite, 435 feet in height, with a main banking room 65 feet high. 
Darling & Pearson of Toronto are the architects for the building. 
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Interior of the Fairfield Trust Company, Fairfield, Conn. The floor of the public 

space and vestibule is of squares of white Vermont and Belgian black marble, 

alternating, with borders and saddles of the black marble. ‘The counter screen 

is of black and gold marble. The building was designed by and erected under 

the supervision of Morgan, French & Co., Inc., architects and engineers, 
New York. 
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Exterior view of the new vault equipment recently completed for the Fidelity 

Union Trust Company, Newark, N. J. The circular door is 25 inches thick and 

the entrance is provided with a moveable floor section to afford a level walk 

into the vault. The vault is the work of the York Safe and Lock Company, 
York, Pa. 
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An Indiana limestone building with both grace and beauty is the Jersey Shore 
Trust Company, Jersey Shore, Pa., designed, erected and furnished by Tilghman 
Moyer Company, Allentown, Pa. The bronze lamps are particularly appropriate. 
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Photograph of twelve- 
inch door for the 
Kyoto branch, Nippon 
Kangyo Bank, taken 
in the Herring-Hall- 
Marvin Safe Company 
factory in Hamilton, 
Ohio. 
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An emergency door with ventilating fan in position and permanent door open. 

When the vault is closed, the emergency door is swung open, allowing the other 

door to be closed. Photograph taken in the factory of the Herring-Hall-Marvin 
Safe Company. 





velve- 

the 
ippon 
taken 
Hall- 
pany 
ilton, 





BANKERS 


MAGAZINE 








The new home of the Lincoln Trust Company, Jersey City, N. J., is of variegated 

limestone set on a granite base. The smaller windows and heavy ashlar stone 

work in the lower part of the building present a feeling of strength; the larger 

windows above provide more than adequate natural light for the high banking 

room. Uffinger, Foster & Bookwalter, bank specialists of New York, designed 
and supervised the erection of the building. 





WHAT BANKS AND BANKERS ARE DOING 


(Continued from page 448) 


W. IRVING GRANVILLE MADE 
VICE-PRESIDENT LIBERTY 
BANK AND TRUST CO. 


ANNOUNCEMENT was made recently of 
the promotion of W. Irving Granville, 
cashier of the Liberty National Bank 
and Trust Company in New York, to a 
vice-presidency in that institution. Mr 
Granville has been with the Liberty 
since its organization in 1923, going 


there from the Mechanics and Metals 
National Bank, with which he had been 
connected since it was consolidated with 
the New York Produce Exchange Bank 
in 1920. 

Mr. Granville’s banking career began 
in 1901 when he became a messenger 
boy for the New York Produce Ex- 
change. He remained there until 1920, 
advancing from messenger boy to man- 
ager of the bank. 











ROBERT DANIEL 


President Liberty National Bank and Trust Company 
in New York. 


R. DANIEL was elected a vice-president of the Liberty National Bank in New 
M York at the time of its organization in 1923. In March, 1926, he was elected 

president. At that time the resources of the bank were $10,616,087 and it 
maintained one office at 256 West 57th street. Today its banking offices are located 
at 50 Broadway, 256 West 57th street and 150 Delancey street and its total resources 
are $28,668,915. Mr. Daniel was born in Richmond, Va., and educated in the schools 
of that city and the University of Virginia. In 1907 he entered the bond business 
as a salesman in Philadelphia. He established the Philadelphia firm of Robert W. 
Daniel & Company in 1911 and, in 1913, the English firm of Robert W. Daniel, Ltd., 
London. He served in the army in 1918-19 as captain and major. In 1920 he was 
appointed by the Treasury Department for special national bank examining work in 
New York City. Mr. Daniel is one of the youngest bank presidents in New York 
His homes are at Old Westbury, L, IL., and Brandon, Va. 
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The office at 50 Broadway is located in the center of the downtown financial district, 
in a recently erected thirty-eight story office building. The front is of white marble 
with granite base, and the entrance to the bank is through massive bronze doors. 


THE LIBERTY NATIONAL BANK AND 
TRUST COMPANY IN NEW YORK 


York was organized April 10, 
1923, and opened for business on 
October 10 at 256 West 57th street, 
New York City. On August 9, 1926, an 
additional office was opened at 150 De- 


' | ‘HE Liberty National Bank in New 


lancey street as a result of the acquisi- 
tion of the Peoples Commercial Bank, 
which had been operating at that loca- 
tion for many years. 

On October 25, 1927, an office at 
50 Broadway was opened. 
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J. B. FUNSTEN < W. IRVING GRANVILLE 
VICE-PRESIDENT VICE-PRESIDENT 














E. WARING WILSON 


VICE-PRES!DENT 








W. A. MAHER H. M. OLNEY 
CASHIER TRUST OFFICER | 





Senior officers of the Liberty National Bank and Trust Company, New York. 
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The main banking room at the 50 Broadway office is Italian Renaissance with 


Tavernelle rose marble on walls and bank screen and Tennessee marble floor. 


The 


ceiling is harmoniously treated in gold and colors, with walls of Caen stone, giving 


a very light and pleasing effect. 


The mezzanine floor extends around three sides 


of the entire room. ‘ 


The original capital of $500,000 was 
increased to $1,500,000 on December 
24, 1924, and on December 5, 1927, the 
stockhoiders unanimously approved the 
issue of 15,000 additional shares of stock 
to be sold at $200 per share, which 
doubled the capital and added $1,500,- 
000 to surplus. On January 20, 1928, 


the stockholders unanimously approved 
the change in name of the bank from 
Liberty National Bank in New York to 
Liberty National Bank and Trust Com- 
pany in New York. Resources, de- 
posits, capital and surplus on the last 
day of each year since the opening of 
the bank and at the present time are 
shown in the following table: 
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Corridor on the left side of main banking floor leading to conference room in 
the rear. 


Resources Deposits Capital Surplus 

i ae. rr $6,418,528 $5,262,269 $500,000 $100,000 
31, Is 10,197,376 7,545,182 1,500,000 500,000 

12,069,261 8,893,401 1,500,000 500,000 

18,146,117 14,205,136 1,500,000 500,000 

: 23,917,406 18,074,888 1,500,000 500,000 

March 7, 192 28,668,915 20,595,293 3,000,000 2,000,000 


The recent increase in capital and bank of maintaining a relatively large 
surplus is in line with the announced in- capitalization in proportion to the de’ 
tention at the original opening of the posits. 
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Corridor on right of main banking floor at 50 Broadway leading to officers’ platform 
at the rear. 


Directors of the bank include W. C. 
Durant, chairman of the board, New 
York; Robert W. Daniel, president, 
New York; George Upham Harris, of 
Harris, Winthrop & Co., New York; 
August Heckscher, capitalist, New 
York; John L. Kuser, Lenox, Inc., Tren- 
ton, N. J.; Hubert G. Larson, merchant, 
New York; George MacDonald, presi- 
dent Nassau & Suffolk Lighting Co., 


New York; Kenneth K. McLaren, presi- 
dent the Corporation Trust Co., New 
York; James B. Funsten, vice-president, 
New York; Oliver A. Olson, president 
Oliver A. Olson Company, Inc., New 
York; John Ringling, chairman of the 
board Madison Square Garden Corp., 
New York; Lewis J. Spence, executive 
oficer, Southern Pacific Co., New York: 
Joe Toplitzky, capitalist, Los Angeles; 
R. Lancaster Williams, R. Lancaster 
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Front officers’ platform to left of entrance at 50 Broadway. Each platform is 
surrounded by a marble railing with bronze gate. 


Williams & Co., Baltimore; E. Waring 
Wilson, vice-president, New York. 
Robert W. Daniel is president of the 
bank. Other officers include E. Waring 
Wilsoi, J. B. Funsten and W. Irving 
Granville, vice-presidents; W. A. Maher, 
cashier; H. M. Olney, trust officer; 
T. E. Perkins, E. Schoenzeit, R. M. 
Saunders and D. Watson Fletcher, as- 
sistant vice-presidents; B. E. Messick, 
auditor; E. C. Winant, Walter A. 


Warner, Samuel E. Riker, Fred J. Gold- 
man and Charles W. Korth, assistant 
cashiers; Julius C. Cronhardt, assistant 
trust officer; and Valentine H. Seaman, 
secretary Liberty National Safe Deposit 
Company. 

For the convenience of its customers 
safe deposit vaults are provided at each 
of the offices. The Liberty National 
Safe Deposit Company, with a capital 
of $200,000 and surplus of $25,000, was 
organized September 24, 1927, and 
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Front officers’ platform to right of entrance at 50 Broadway showing treatment of 
ceiling and windows. 


opened for business at 50 Broadway on 
October 25, 1927. 

The vaults at each of the offices em- 
body all the latest improvements and de- 
vices for safety. The installation of safe 
Geposit boxes in each vault supplies com- 
plete facilities for every need, the safety 
and the service being the same regard- 
less of the amount of rental paid. Cou- 
pon booths and committee rooms are 


provided within guarded enclosures, in- 
suring both privacy and safety, avail- 
able for audits or inventories, and of 
particular convenience for the delivery 
of securities or the making up of pay- 
rolls. 

Since November 17, 1925, the bank 
has been exercising trust powers, pur- 
suant to authority granted by the Fed- 
eral Reserve Board, and the trust de- 
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President's office is Georgian in style, finished in American walnut, with comfortable 
chairs in red leather. 


Entrance to safe deposit vaults, committee rooms and coupon booths at 50 Broadway. 
Similar vaults are maintained at each of the other offices. 





THE BANKERS 


partment is now completely equipped 
to handle corporate or individual trusts 
of every kind and offers its services as 
registrar or transfer agent for corpora- 
tions, trustee under corporate mortgages, 
depository under reorganization or other 
agreements, custodian of securities and 
fiscal agent, executor under wills, ad- 
ministrator of estates of decedents and 
trustee under life insurance, testamen- 
tary or othe. trusts. 

In order to provide a banking service 
suitable for every need and in recogni- 
tion of the increasing demand for facili- 
ties to encourage habits of thrift, a spe- 
cial interest department is operated at 
each office of the bank in which deposits 
of $1.00 and upward may be made at 
any time and on which interest is paid 
at 4 per cent., compounded quarterly on 
minimum balances of $5.00. Christmas 
and vacation clubs are also operated to 
accommodate those who wish to accumu- 

for the holiday or vacation 
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Entrance to banking floor at 150 Delancey 
street. 


Offices of the bank at 256 West 57th street. 





The banking room at 256 West 57th street is Italian Renaissance, with columns and 
counter screens of Botticino marble. The ceiling is vaulted, decorated with light 
tones and some of the ornamental parts treated with antique gold. The artificial 
and natural lighting treatment is such that the banking room is always bright even 
on the darkest day. On each side of the entrance there is an attractive reception 


room with comfortable chairs. 





Committee room, finished in American walnut. 





ens 


The officers’ platform on the east side of the banking room, 256 West 57th street, 
is separated from the lobby by a Botticino marble railing with a bronze gate. 


The board room is an adaptation of the Georgian period, paneled from floor to 
ceiling with American walnut. The fireplace is black and gold marble, the directors’ 
table and leather chairs harmonize in color with the general decorative scheme. 
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New home of the Manufacturers & Traders-Peoples Trust Company, Buffalo, N. Y. 
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MANUFACTURERS AND TRADERS OPENS 
NEW HOME 


NTERING through the bronze 
E doors of the new home of the 

Manufacturers & Traders-Peoples 
Trust Company, Buffalo, N. Y., opened 
recently, one sees the main _ lobby 
stretching the entire length of the 
enlarged and reconstructed building, 200 
feet long by 40 feet wide. Overhead 
is a canopy ceiling, of Renaissance 
design relieved with dull, coppery 
mauve, blue and old-gold handwork, 
the central motif in the shape of a giant 
Greek cross, carrying symbolic figures 
which suggest the history of the world’s 
commerce from earliest ages. 

The walls are finished with Italian 
Tavernelle marble; the floors are of 
Terrazzo; the wood trim of walnut and 
mahogany. Statuary bronze is used in 
combination with the decorative marble 
for counter screen construction and 
other fittings. The lighting is done with 
eighteen bronze bowls, in addition to 
a reflector system. 

The first four floors of the building, 
which will be used exclusively for bank- 
ing purposes, give the same picture of 
richness and good taste, making this 
new, enlarged bank building one of the 
finest in the city. 

No effort has been spared in construc- 
tion; and every item of equipment, every 
patented device which has been success- 
fully tried out by other banks, every aid, 
large or small, which contributes to the 
convenience and comfort of customers 
and to rapid and efficient service, has 
been installed. 

On the left of the main counting room 
eight loan officers have their desks. 
Adjacent are six loan and discount win- 
dows and two collateral windows. Be- 
hind these are eighteen paying and 
receiving tellers’ windows, and those of 
two payroll tellers. At the rear, on the 
right-hand side, are the coupon window, 
elevators and a flight of marble stairs, 
the statement and pass book windows, 
notes and collections, and New York 
draft and certified check windows. At 


the rear, in the center, is the new account 
department and information desk. On 
the left, at the rear, is the credit depart- 
ment. These long banks of windows 
are separated into groups of three by 
seven-foot bronze posts. 


Lewis G. Harriman 

Manufacturers & 

Trust Company, 
a oF 


President the 
Traders-Peoples 


Buffalo, 


The beautifully appointed and secluded 
ladies’ room is on the right, a short 
distance from the Main Street entrance. 
Beyond it is the special interest depart- 
ment, with six windows. 

Across the far end of the banking 
room is space for seven junior officers. 
This space is supplemented by three con- 
ference rooms. The Erie Street entrance 
provides ready access to this side of the 
main floor. 


PRESIDENTS OFFICE 


On the left, also, are the private 
quarters of the president, Lewis G. 
Harriman. The office has paneled walls 
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Main banking room showing the canopy ceiling, copied from Renaissance designs, 
and the large marble pillars which separate the tellers’ windows into groups of 
three. The room is 200 feet long by 40 feet wide. 


of Italian walnut and a wide fireplace 
of Caen stone. The furnishings are in 
keeping with those of the rest of the 
bank. 

On the right is a room similar to Mr. 
Harriman’s which will be occupied by 
Howard Bissell, chairman of the board. 

Overlooking the main counting room 
is the mezzanine floor, where are located 
the offices of Perry E. Wurst, executive 
vice-president, and the trust and travel 
departments. 

On the second floor is the bond depart- 
ment, with Caen stone finish, cork-tiled 
floor and mahogany trim and desks; 
adjoining it is the wire room, with direct 
service to the New York, Chicago and 
other principal exchanges. Nearby, to 
the front of the floor, is the business 
extension department, the telephone 
switchboard and the bank library. 


DIRECTORS’ CONFERENCE ROOM 


The chief feature of the second floor 
is the directors’ conference room. Here 
Angelo Magnanti of New York has 
achieved a modern interpretation of the 
ornate old motifs of the Renaissance 
period ceilings and cornices. This room 


is furnished with the same care for detail 
that marks the other executive offices. 
Adjoining it is a medium sized dining 
room, with wall decorations simulating 
a Chinese garden. Velour drapery and 
upholstery and mahogany furniture will 
be placed here. Connecting with it is 
a modern kitchen. 

The third floor is given over to the 
auditing, commercial and general book- 
keeping departments, exchange and 
check desks, the transit and mailing 
departments. Here, too, are rest rooms 
for men and women employes. The 
space on this floor and up to the tenth 
which was formerly the elevator well 
of the old bank is used for storage and 
book vaults. 

On the fourth floor, the last in the 
new part of the building to be used 
exclusively by the trust company itself, 
will be found the statement department, 
connected by an electric lift with the 
statement cage on the main floor. 


SAFE DEPOSIT DEPARTMENT 


The safe deposit vaults in the base 
ment hold 15,000 boxes. Each vault 
has a front and a rear door, weighing 
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fortytwo tons each. In addition to 
depositors’ vaults, the safekeeping and 
corporate trust division of the trust 
department is to be found here, and the 


The president’s office, paneled in 
Italian walnut, and with a wide fire- 
place of Caen stone. 


bank’s own security vaults. All vaults 
are protected by an alarm system and 
are surrounded by steel and concrete 
walls. Coupon rooms assure privacy 
and safety for customers. The public 
rest rooms, reached by the Erie Street 
entrance, are also in the basement, as 
are also the employes’ locker rooms—- 
the men’s provided with showers. The 
sidewalk opening on the Erie Street side 
has a special elevator arrangement for 
conveying silver and other bulky valu- 
ables to and from the storage vaults. 

The sub-basement is to be used for 
silver and trunk storage and is also thief 
and fireproof in construction. 


The exterior has been a transforma- 
tion of the old familiar facade of the 
former Fidelity Trust building into a 
harmonious combination with the Swan- 
Erie Street extension, light gray granite 
being the predominating note in the 
outer walls. 

The Main Street frontage attains a 
height of 125 feet, ten stories in front 
and four at the rear, the depth from 
Main street to Pearl street being 229 
feet and the Main Street frontage a 
width of 77 feet. 

Elevator service includes not only the 
three public high-speed elevators in the 


The directors’ room, with its modern 

interpretation of Renaissance ceilings 

and cornices in a richly subdued color 
scheme. 


outer hall of the building, but also two 
dual-operated ones for employes within 
the bank itself and a private electrically 
operated one for customers. 











The Most Useful 
Book in the 
Bank Library 








Another Time-Saving Device 
For Banks and Financial 





The Gist of 
1000 Books 


Houses Plus 








Encyclopedia - of Banking 
and Finance 


REVISED AND ENLARGED EDITION NOW READY 
By GLENN G. MUNN 








FEATURES 


Full revised text of 14 
bank laws, including 
Federal Reserve Act, 
Negotiable Instruments 
Law, McFadden Branch 
Banking Act, and 
Martins Blue-Sky Act. 


Forms of principal bank- 
ing and brokerage in- 
struments. 


Complete list of abbrevia- 
tions. 


Bibliographies on impor- 
tant subjects giving 
latest and best books. 


Interest and yield tables 
in various forms. 


Cross-references to other 
terms guides to collat- 
eral information. 

Foreign money tables— 
listed by currencies and 
by countries with U. S. 
money value  equiva- 
lents. 


New York Stock Ex- 
change abbreviations. 


Charts, tables and maps. 


Covers investment, specu- 

lation, business fore- 
‘casting, and _ market 
services. 


This 675-page volume, size 7x10, is without 
a rival in its field. In it, bank officers and employees 
will find a ready answer to literally thousands of 
questions without wading through pages of text in 
many separate books. And so quickly! About 
3,200 terms are arranged in alphabetical order— 
explanations averaging half a column—and cover- 
ing every phase of banking, finance, securities, 
trusts, speculation, markets, brokerage, and insur- 
ance. By extracting the essentials, and by alpha- 
betical arrangement, the author has put together by 
far the greatest wealth of information on banking 
and finance in the range of a single volume. 


WHO IS IT FOR? 

The senior and junior officer who has occasion 
most every day to look up some reference, to find 
the exact wording of a section of some banking act, 
to ascertain the precise meaning of a term to replace 
a hazy impression, to determine the latest and best 
books that have been written on a subject if fuller 
details are wanted. 

For the bank employee it is a liberal education. 
Knowledge can be acquired as the need for it arises, 
thus short-circuiting the learning process. Nowhere 
else is there a handbook that will assist the bank 
and brokerage clerk in becoming informed in his 
profession so conveniently. It is an inexpensive 
investment in the technique of the employee's 
business. 








ORDER BLANK 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York 

You may send me on approval a copy of the 
new edition of “Encyclopedia of Banking and 
Finance.” At the end of five days I will either 
return the book or send you my check for $10. 
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ARE YOU MAKING THE MOST OF YOUR 
WINDOWS? 


More than 200 banks and investment houses, of all sorts, all sizes, and in every part 
of the country, were interviewed in gathering the material for 101 Window Displays by 
M. E. Chase (Bankers Publishing Company, $5.00). Architects, electricians, window 
dressers, color experts, show card writers and the makers of mechanical displays con- 
tributed to the information, which has been put into practical form by the author, for 
fifteen years a specialist in bank advertising and publicity. 


ITHIN the last few years a 
\X great deal of pioneer work has 

been done by financial institu- 
tions in the field of window display ad- 
vertising. Prior to that time bankers 
had felt that it was impossible to sell 
such an intangible quality as “service” 
through such a medium. Even now only 
a small percentage of banks are making 
any practical use of their windows for 
advertising purposes. 

Whether or not you are one of those 

bankers who are already making use 
of window displays, or whether you are 
one of that ever increasing larger num- 
ber who are becoming cognizant of the 
value of these displays without having 
adopted any definite plan for their use. 
you will find 101 Window Displays of 
the utmost practical value. 
_ It dispels any doubts you may have. 
first, as to the worth of this type of 
advertising; it tells you, second, what 
is being done in this field by the pioneer- 
ing institutions; it gives you, third, 191 
practical suggestions for window dis: 
plays. 

The book is divided into three parts. 

The first, “The How and Why of 
Window Advertising,” is chiefly theoret- 
ical. It shows (in Chapter I) that 
window advertising pays; urges you to 
capitalize your windows (Chapter II): 
gives concrete information as to the mak- 
ing of window display cards (Chapter 
Ill); tells the proper construction of 
windows (Chapter IV); and shows how 


motion displays gain attention (Chapter 
V). 

Examples from the window displays 
of thirty-five banks throughout the 
country are given in Part II of the book, 
“What Is Being Done in Window Dis- 
plays.” These examples are profusely 
illustrated and are divided by location— 
East, Midwest, South and West. 

What can be done in window dis: 
plays makes up the third, and possibly 
most important, part of the volume. 
Here are given the 101 suggestions for 
window displays from which the book 
takes its name. They feature every de- 
partment of every kind of financial 
institution. There are suggestions for 
savings displays, trust displays, adver- 
tising for checking accounts, foreign 
exchange—for every conceivable occa- 
sion. 

And the suggestions are not vague, 
indefinite ideas, but are concretely 
worked out, telling what materials are 
needed, where each part of the display 
should be placed, and how the accom- 
panying cards should read. 

The ideas can be adapted to suit 
individual needs, as well as used in full. 

Banks and bankers can send for 101 
Window Displays on five days’ approval. 

If, after looking it over, you find you 
do not wish to keep the book, you may 
return it, without cost to you. If you 
wish to keep it, you need only send your 
check for $5.00 to the Bankers Publish- 
ing Company. 





Books for Bankers 


BETTY ETTER, Editor 
Monthly Book Section 


Tue Banxers MaGAzINgE 
71-73 Murray St., New York 
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SHOP TALK 


THE recent development of business 

libraries is due to the growth of 
large corporations which have made it 
impossible for one individual to know all 
about his own business, says a recent 
editorial in the New York Times. In 
the business libraries, the Times says, 
the executive may find facts, theories 
and inspirations for his job. 

“Serving industry is the chief concern 
of the special libraries. By collecting 
all information bearing on a_ specific 
problem and making it easily available 
they help all the workers in a company. 
Some corporations still maintain the 
aloof attitude which restricts the inter- 
change of ideas, but many are permit- 
ting studies of their plants showing 
details of procedure which were former- 
ly guarded closely . . . How to lower 
distribution costs and how to reduce 
labor turnover were questions which 
used to be answered by one man strug: 
gling individually with his problems. 
Now he turns to the business library. 
In it are ideas by which all may profit. 
A spirit of co-operation is gradually 
taking the place of the old narrow view 
of secrecy in business.” 


ay 


How about your banking library? Does 
it have the most complete, up-to-date 
literature possible on banking subjects? 
No bank library would be complete, for 
instance, without Munn’s Encyclopedia 
of Banking and Finance (Bankers Pub- 
lishing Company, $10); Kniffiin’s The 
Practical Work of a Bank (Bankers 
Publishing Company, $7.50); or The 
Savings Bank and Its Practical Work 
(Bankers Publishing Company, $7.50) 


474 


by the same author. New editions of 
the first and last of these three have 
recently been published and a new ad. 
dition of The Practical Work of a Bank 
will be out next month. 


w 


IF you wish, we will be glad to send 
you a catalogue of Books for Bankers, 
containing a list of valuable books for 
banking libraries—and for individual 
libraries, as well. 

In addition, we are glad to send to any 
banks or bankers copies of any of our 
own (Bankers Publishing Company) 
books on five days’ approval. 


Wd 


INVESTMENT TRUSTS AND 
THEIR OPERATION 


THE above is the title of a booklet espe- 
cially interesting just now when a new 
investment trust is formed almost every 
day. The booklet, which refers par 
ticularly to the Mutual Investment Trust 
of New York, is written by Proctor 
W. Hansl and published by C. Lester 
Horn & Co., New York. 

The idea of the investment trust, its 
structure, its advantages, the growth of 
the investment trust idea, first in En 
gland and then in the United States, the 
various kinds of trusts, etc., are discussed 
briefly but fully. Five rules for in 
vestors are of special interest. 

The latter half of the book is con: 
cerned chiefly with the Mutual Invest: 
ment Trust. 








Profits in Bank Stocks | 
By W. H. Woodward 


The pros and cons of investment in bank 
stocks. How to select them; when to 
buy and sell; dealers to use; practical | 
examples. Author has had twenty years’ | 
banking experience. 

| 

| 


Price $1.50 | 
Bankers Publishing Co. 


71 Murray Street 
NEW YORK 
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Every Bank doing a Savings 
Business Needs this book 





READ THESE CHAPTER 
HEADINGS 


Savings Bank Movement in 
U. S. A. 
Nature and Functions 


Thrift Habit 


Savings Bank as a_ Public 
Benefactor 

Savings Bank as an Institu- 
tion 

Organization 

Management 

The By-Laws 

First Deposit 

Bank and its Depositors 

Deposits 

Withdrawals 

Machine Accounting 

Misc. Deposits and Drafts 

Deposits by Check 

General Orders and Identifi- 


cation 
Alteration of Pass Book 
Teller and his Cash 
Passing of Deposit Ledger 
Posting and Proving 
Testing Time 
The Dividend 
Mortgage Loans 
Bond Amortization 
Audits 
Banking by Mail 
Account of Deceased Persons 
Lost Pass Books 
Advertising 
Dormant Accounts 
Society Accounts 
School Savings Banks 
Insurance 
Finger Print Identification 
Interest on Loans 
Insolvency 


Operation of Savings Depart- 
ment 











Papert aged revised, brought up-to-date 

and with several completely new chapters 
added, The Savings Bank and Its Practical Work 
is now ready in a new edition. 


Machine accounting, a subject unknown when 
the first edition was published in 1913, is dis 
cussed in one of the additional chapters; adver- 
tising the savings bank has been completely re- 
written and a wealth of new material added. 
The problem of school savings banks, which has 
also grown in importance, has been taken up to 
a greater extent than hitherto; and a chapter has 
been added also on the operation of a savings 
department in commercial banks. 


THE SAVINGS BANK 


AND ITS 


PRACTICAL WORK 
By 
WILLIAM H. KNIFFIN 


Read the list of chapter headings listed in the 
column to the left and see how completely Mr. 
Kniffin has covered every phase of savings bank 
organization, operation and management. 


But don’t take our word for all this. Fill out 
the coupon below and examine the book at your 
own desk at our risk and expense. 


USE THIS COUPON 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, 
New York, N. Y. 

You may send me on 5 days’ approval a copy of 
Kniffiin’s THE SAVINGS BANK AND ITS PRACTICAL 
WORK. If I find the book satisfactory I will send you 
check for $7.50. If not I will return within 5 days of 
receipt. 


Name 





Bank 





Address 








